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Accounting Officer's Responsibilities and Approval 





The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the unaudited separate annual financial statements and 
related financial information included in this report. It is the responsibility of the accounting officer to ensure that the unaudited 
separate annual financial statements fairly present the state of affairs of the municipality as at the end of the financial year and 
the results of its operations and cash flows for the period then ended. The externai auditors are engaged to express an 
independent opinion on the unaudited separate annual financial statements and was given unrestricted access to all financial 
records and related data. 


The unaudited separate annual financial statements have been prepared in accordance with Standards of Generally 
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting 
Standards Board. 


The unaudited separate annual financial statements are based upon appropriate accounting policies consistently applied and 
supported by reasonable and prudent judgements and estimates. 


The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal contral aimed at reducing the risk of 
error or loss in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined 
framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These 
controls are monitored throughout the municipality and all employees are required to maintain the highest ethical standards in 
ensuring the municipality's business is conducted in a manner that in all reasonable circumstances is above reproach. The 
focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known forms of risk 
across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring 
that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined 
procedures and constraints. 


The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the unaudited 
separate annual financial statements. However, any system of internal financial control can provide only reasonable, and not 
absolute, assurance against material misstatement or loss. 


The accounting officer has reviewed the municipality's cash flow forecast for the year to 30 June 2021 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 


Although the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported by the 
municipality's internal auditors. 


The unaudited separate annual financial statements set out on page 5, which have been prepared on the going concern basis, 
were approved by the accounting officer on 31 October 2020. 
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Statement of Financial Position as at 30 June 2020 





Figures in Rand Note(s) 2020 | 2019 
Restated* 
Assets 
Current Assets 
Inventories 9 32 771613 34 403 310 
Receivables from non-exchange transactions 10 523 673 392 420 561 555 
VAT receivable 11 102 532 309 171 526 611 
Receivables from exchange transactions 12 1265656197 1098511 668 
Cash and cash equivalents 13 1357577980 1167645512 
3 282211491 2 892 648 656 
Non-Current Assets 
Investment property 3 406 525 752 402 532 000 
Property, plant and equipment 4 19 250 004 650 19 720 007 389 
Intangible assets 5 13 563 427 18 103 059 
Heritage assets 6 50 513 440 50 513 440 
Investments in associates 7 702 798 644 597 392 286 
20 423 405 913 20 788 548 174 
Total Assets 23 705 617 404 23 681 196 830 
Liabilities 
Current Liabilities 
Borrowings 16 54 395 605 57 973 556 
Trade payables from exchange transactions 20 1211088684 1117 554 267 
Consumer deposits 21 70 143 449 64 109 019 
Employee benefit obligation 8 50 982 000 49 252 390 
Unspent conditional grants and receipts 15 527 613 203 207 656 749 
Provisions 17 256 853 725 244 971 179 
2171076666 1741517 160 
Non-Current Liabilities 
Borrowings 16 233184927 287 580532 
Employee benefit obligation 8 633 835000 679 562 697 
Provisions 17 130 124 282 11 158 873 
997 144 209 978302102 
Total Liabilities 3168 220 875 2719 819 262 
Net Assets 20 537 396 529 20 961 377 568 
Reserves 
Revaluation reserve 14 9 455 798 515 9877 411 663 


Accumulated surplus 
Total Net Assets 


* See Note 50 


11 081 597 994 11 083 965 905 


20 537 396 529 20 961 377 568 
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Statement of Financial Performance 





Figures in Rand Note(s) 2020 2019 
Restated’ 
Revenue 
Revenue from exchange transactions 
Service charges 23 3 260 941 348 3.000623 389 
Rental of facilities and equipment 24 22 652 060 20 439 799 
Other revenue - (exchange) 27 91 477 471 110 685 544 
Interest received 28 153 017 971 162 361 281 
Total revenue from exchange transactions 3 528 088 850 3294 110 013 
Revenue from non-exchange transactions 
Property rates 29 1467 399 835 1299 753 433 
Licences and Permits (non-exchange) 25 12 587 412 15 156 416 
Interest (non-exchange) 26 39 698 901 26 119 274 
Government grants & subsidies 31 1 989 656 320 1916 450 674 
Other revenue - (non-exchange) 32 68 707 237 63 389 173 
Public contributions and donations - PPE - 279 066 643 
Fines 10 863 546 24 938 282 
Fuel levy 547 497 000 513 844 000 
Total revenue from non-exchange transactions 4 136 410 251 4138 717 895 
Total revenue 22 7 664 499 101 7 432 827 908 
Expenditure 
Employee related costs 33 (2 180 295 557) (2 071 391 794) 
Remuneration of councillors 34 (64 687 499) (62315519) 
Depreciation and amortisation 35 (1708735 735) (1314 861 224) 
Finance costs 36 (32 563 877) (38 466 994) 
Debt Impairment 37 (601 841 517) (406 978 233) 
Repairs and maintenance 41 (382 244 612) (386 834 940) 
Bulk purchases 38 (1772 339 139) (1 628 956 804) 
Contracted services 39 (281 186029) (282 857 262) 
Grants and subsidies paid 30 (130 821 364) (102 451 217) 
General expenses 40 (607 790 067) (590 240 359) 
Total expenditure (7 762 505 396) (6 885 354 346) 
Operating (deficit) surplus (98 006 295) 547 473 562 
Loss on disposal of assets 44 (6955 468) (39 359 422) 
42 (1 683 300) 7 543 274 


Fair value adjustments 
Reversal of impairments 


Share of surplus of associate accounted for under the equity method 


Inventories losses/write-downs 


(Deficit) surplus for the year 


: 996 000 
105406358 29467 290 
(1 129 206) (847 799) 


95 638 384 (2 200 657) 
(2367911) 545 272905 


— ee  —53$30o7Ollll 


* See Note 50 
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Statement of Changes in Net Assets 








Revaluation Accumulated Total net 
Figures in Rand reserve surplus assets 
Opening balance as previously reported 9 046 230 471 10550907 460 19597 137 931 
Adjustments 
Prior year adjustments (prior to 2018/19) Refer to note 50 2 869 816 (12 214 460) (9 344 644) 
Balance at 01 July 2018 as restated* 9 049 100 287 10538693000 19 587 793 287 
Changes in net assets 
Prior period error 7 542 446 = 7 542 446 
Revaluation 820 768 930 - 820 768 930 
Net income (losses) recognised directly in net assets 828 311 376 - 828 311 376 
Surplus for the year = 545 272 905 545 272 905 
Total recognised income and expenses for the year 828 311 376 545272905 1373584281 
Total changes 828311376 545272905 1373584281 


Restated* Balance at 01 July 2019 
Changes in net assets 
Revaluation 


Net income (losses) recognised directly in net assets 
Surplus for the year 


Total recognised income and expenses for the year 
Total changes 

Balance at 30 June 2020 

Note(s) 


9 877 411 663 


(421 613 148) 
(421 613 148) 


(421 613 148) 
(421 613 148) 


14 


11 083 965 905. 


(2 367 911) 
(2 367 911) 
(2 367 911) 


50 


20 961 377 568 


(421 613 148) 


(421 613 148) 
(2 367 911) 


(423 981 059) 
(423 981 059) 


9455798515 11081597994 20537 396 509 
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* See Note 50 
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Cash Flow Statement 





Figures in Rand Note(s) 2020 2019 
Restated” 

Cash flows from operating activities 

Receipts 

Sale of goods and services 62 4692012 245 4525074 479 

Government grants & subsidies 62 1989656 320 1916 450674 

Interest income 28 192716872 188480555 


Payments 

Employee costs & Councillors remuneration 
Suppliers 

Finance costs 


Net cash flows used in operating activities 


Cash flows from investing activities 


Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of investment property 

Purchases of heritage assets 


Net cash flows used in investing activities 


Cash flows from financing activities 


Net movement on borrowings 


Net cash flows used in financing activities 


Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 


Cash and cash equivalents at the end of the year 


6 874 385 437 6 630 005 708 


33834 (2 244 983 056) (2 133 707 313) 


62 
36 


45 


Ow A P 


13 


(2 680 493 449) (3 318 146 640) 
(32 563877) (38466 994) 


(4 958 040 382) (5 490 320 947) 
1916 345055 1139 684 761 


(1 662 423 279) (1 753 054 709) 
: 9191 448 

(6 015 752) : 

: (733 565) 


(1 668 439 031) (1 744 596 826) 


(57 973 556) (52 572 023) 
(57 973 556) (52 572 023) 


189 932 468 (657 484 088) 
1 167 645 512 1825 129 600 


1357577980 1167 645512 


—— SS GaGa EEE —_ 


* See Note 50 
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Statement of Comparison of Budget and Actual Amounts 





Explanation of significant variances greater than 10% on budget comparison to actuals 


Reasons for material variances shown on the Statement of Comparison of Budget and Actual Amounts are detailed below: 
REVENUE BY SOURCE 
Investment Revenue 


Interest rate on call investments is less due to decline in repo rate and thus interest earned on these investments. The decline 
in collection rate has also contributed on available cash for investment. 


Transfers recognised — operational 


The variance is caused by revenue of R174 million for Human Settlement Development Grant (HSDG) that is disclosed in 
terms of GRAP 109. These funds are budgeted in the statement of financial performance to ensure proper control and 
accountability, however, in terms of GRAP 109, this is only disclosed in the statement of financial position. 


EXPENDITURE BY TYPE 


Debt Impairment 


The variance is as a result of the increase in debtors primarily due to non-payment by customers within the financial year. The 
COVID-19 pandemic and increase in billing as a result of punitive tariffs due to the drought have exacerbated the situation 


Other Expenditure 


The variance is caused by expenditure of R174 million for Human Settlement Development Grant (HSDG) that is disclosed in 
terms of GRAP 109. These funds are budgeted in the statement of financial performance to ensure proper control and 
accountability, however, in terms of GRAP 109, this is only disclosed in the statement of financial position. 


Share of surplus/ (deficit) of associate 





The Industrial Development Zone (IDZ) surplus for the year ended 31 March 2020 increased from R113 million to R405 million 
in the 2019/20 financial year which resulted in a huge increase in the share of associate surplus as the municipality has a 26 
percent shareholding in IDZ. 


Surplus/ (Deficit) for the year 


The deficit for the year that has been incurred by the Metro is mainly caused by two non-cash items - Depreciation & 
amortisation and Debt impairment. 


Depreciation & amortisation: Infrastructure assets revalued at the end of each financial year in accordance with the accounting 
policy adopted by BCMM. The revaluation result in additional depreciation that cannot be compensated by increasing tariffs as 
that would lead to unaffordable tariffs. The change of valuation model is still under consideration. 


Debt impairment: The increase is due to rise in debtors primarily due to non-payment by customers within the financial year. 
The COVID-19 pandemic and increase in billing as a result of punitive tariffs due to the drought have exacerbated the situation. 


CAPITAL EXPENDITURE AND FUNDS SOURCES 


Transfers Recognised - Capital 


Covid-19 lockdown restrictions have negatively affected performance on grants as it delayed and disrupted implementation of 
projects. The grants affected are Neighbourhood Development Partnership Grant (NDPG), Urban Settlement Development 
Grant (USDG) and Public Transport Network Grant (PTNG). These funds are already fully committed to identifiable projects. 


Internally generated funds 


Covid-19 lockdown restrictions have negatively affected performance on projects as it delayed and disrupted implementation of 
projects; however, most of the projects are already awarded and the funding of such projects is fully committed. 


FINANCIAL POSITION 
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Total current assets 
The increase in cash and cash equivalent is due to negative impact of the COVID 19 disaster which caused delays in the 


implementation of projects and also the debtors increased significantly as a result of low collection rate that was affected by 
non-implementation of credit control policy due to the national state of disaster. 


Total current liabilities 


There was an increase in trade payables due to increased year end accruals and unspent conditional grants. There was a 
delay in the implementation of projects due to the restrictions of state of disaster being declared country wide. 


Total non-current liabilities 
There was an increase in the provisions due to legislation changes in the 2019/2020 financial year, all BCMM waste sites have 


been now classified as Class B general waste disposal sites. This has increased the obligation for the rehabilitation of these 
sites substantially, as this legislation now requires an increase in the capping layers for all of BCMM’s waste sites. 


CASH FLOWS 
Net cash from (used) operating 


The main contributing factor is capital transfers recognized. Covid-19 lockdown restrictions have negatively affected 
performance on grants as it delayed and disrupted implementation of projects. 


Net cash from (used) investing 


Capital assets paid for were less than the adjusted budget due to under expenditure on capital budget due to delays in the 
implementation of projects as a result of COVID-19 lockdown. 


Net increase/ (decrease) in cash held 


The increase is a result of under expenditure on capital expenditure due to delays in the implementation of projects as a result 
of COVID-19 lockdown. 


Cash / cash equivalents at the year end 


The increase in cash and cash equivalents is as a result of increase in unspent conditional grants due to delays in the 
implementation of projects as a result of COVID-19 lockdown. 
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1. Presentation of Unaudited Separate Annual Financial Statements 


The unaudited separate annual financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the 
Municipal Finance Management Act (Act 56 of 2003). 


These unaudited separate annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention as the basis of measurement, unless specified otherwise. They are presented in 
South African Rand. 


A summary of the significant accounting policies, which have been consistently applied in the preparation of these unaudited 
separate annual financial statements, are disclosed below. 


1.1 Going concern assumption 


These unaudited separate annual financial statements have been prepared based on the expectation that the municipality 
will continue to operate as a going concern for at least the next 12 months. 


1.2 Significant judgements and sources of estimation uncertainty 


In preparing the unaudited separate annual financial statements, management is required to make estimates and assumptions 
that affect the amounts represented in the unaudited separate annual financial statements and related disclosures. Use of 
available information and the application of judgement is inherent in the formation of estimates. Actual results in the future 
could differ from these estimates which may be material to the unaudited separate annual financial statements. Significant 
judgements include: 


Trade receivables / Held to maturity investments and/or loans and receivables 


The municipality assesses its trade receivables, held to maturity investments and loans and receivables for impairment at the 
end of each reporting period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus 
makes judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 
from a financial asset. 


The impairment for trade receivables, held to maturity investments and loans and receivables is calculated on a portfolio basis, 
based on historical loss ratios, adjusted for national and industry-specific economic conditions and other indicators present at 
the reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the 
portfolio and scaled to the estimated loss emergence period. 


Allowance for slow moving, damaged and obsolete stock 


An allowance has been made for stock to write stock down to the lower of cost or net realisable value. Management has made 
estimates of the selling price and direct cost to sell on certain inventory items. The write down is included in the notes to the 
financial statements per inventory note 9. 


Fair value estimation 


The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on 
quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 


The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values. 


The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the 
current market interest rate that is available to the municipality for similar financial instruments. 
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1.2 Significant judgements and sources of estimation uncertainty (continued) 
Impairment testing 


The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value- 
in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. 


The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in 
use of goodwill and tangible assets are inherently uncertain and could materially change over time. They are significantly 
affected by a number of factors including i.e. production estimates, supply demand, together with economic factors such as 
exchange rates, inflation and interest. 


Provisions 


Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions is included in note 17 - Provisions. 


Useful lives of waste and water network and other assets 


The municipality's management determines the estimated useful lives and related depreciation charges for the waste water 
and water networks. This estimate is based on industry norm. Management will increase the depreciation charge where useful 
lives are less than previously estimated useful lives. 


Post-retirement benefits 


The present value of the post-retirement obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post-retirement obligations. 


The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used 
to determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the 
related pension liability. 


Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
Note 8. 


Effective interest rate 
The municipality used the prime interest rate to discount future cash flows. 
Allowance for doubtful debts 
On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 
Accounting by principals and agent 
The municipality makes assessments on whether it is the principal or agent in principal-agent relationships. 
1.3 Investment property 
Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 
e use in the production or supply of goods or services or for 


° administrative purposes, or 
° sale in the ordinary course of operations. 
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1.3 Investment property (continued) 
Investment property excludes owner-occupied property. 


Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 


Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 


Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 


Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 


Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If 
a replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 


Fair value 

Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 


lf the entity determines that the fair value of an investment property under construction is not reliably determinable but expects 
the fair value of the property to be reliably measurable when construction is complete, it measures that investment property 
under construction at cost until either its fair value becomes reliably determinable or construction is completed (whichever is 
earlier). If the entity determines that the fair value of an investment property (other than an investment property under 
construction) is not reliably determinable on a continuing basis, the entity measures that investment property using the cost 
model (as per the accounting policy on Property, plant and equipment). The residual value of the investment property is then 
assumed to be zero. The entity applies the cost model (as per the accounting policy on Property, plant and equipment) until 
disposal of the investment property. 


Once the entity becomes able to measure reliably the fair value of an investment property under construction that has 
previously been measured at cost, it measures that property at its fair value. Once construction of that property is complete, it 
is presumed that fair value can be measured reliably. If this is not the case, the property is accounted for using the cost model 
in accordance with the accounting policy on Property, plant and equipment. 


Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no 
future economic benefits or service potential are expected from its disposal. 


When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations, are as follows: 


Transfers to, or from, investment property shall be made when, and only when, there is a change in use, evidenced by: 
(a) commencement of owner-occupation, for a transfer from investment property to owner-occupied property; 
(b) commencement of development with a view to sale, for a transfer from investment property to inventories; 
(c) end of owner-occupation, for a transfer from owner-occupied property to investment property; or 
(d) commencement of an operating lease (on a commercial basis) to another party, for a transfer from 
inventories to investment property. 


The initial cost of a property interest held under a lease and classified as an investment property has been 
recognised at the lower of the fair value of the property and the present value of the minimum 
lease payments. 
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1.4 Property, plant and equipment 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 


The cost of an item of property, plant and equipment is recognised as an asset when: 
e itis probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 
8 the cost of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 


The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 


Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 


Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 


The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 


Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 


Major spare parts and standby equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and standby equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 


Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 


Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses, except for land, 
buildings, other properties, community properties, roads, electricity, water and wastewater which is carried at revalued amount 
being the fair value at the date of revaluation less any subsequent accumulated depreciation and subsequent accumulated 
impairment losses. 


Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 


When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset 
after revaluation equals its revalued amount. 


Any increase in an asset's carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 
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1.4 Property, plant and equipment (continued) 


Any decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset. 


The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 


Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value except for furniture and fittings, which are depreciated using the diminishing balance method at 10% per annum. 


The useful lives of items of property, plant and equipment have been assessed as follows: 





Item Depreciation method Average useful life 
Land Straight-line Indefinite 
Buildings Straight-line 30 to 60 
Plant and machinery Straight-line 3 to 30 
Motor vehicles Straight-line 4to 15 
Furniture and fittings Diminishing balance 10% 
Electricity Straight-line 30 to 60 
Community - Buildings Straight-line 30 to 60 
Community - Recreation Straight-line 15 to 60 
Other properties Straight-line 5 to 60 
Roads Straight-line 5 to 100 
Wastewater network Straight-line 5 to 80 
Water network Straight-line 5 to 150 


The Municipality acquires and maintains assets to provide social service to the community, with no intention of disposing of the 
assets for any economic gain, and thus no residual values are determined other than that of certain Plant and Equipment, and 
Transport assets with significant carrying values. For Plant and Equipment and Transport assets (Above R5000) the residual 
value and the useful life of an asset and the deprecation method is reviewed annually and any changes are recognised 
prospectively as a change in accounting estimates in the Statement of Financial Performance. Minor assets (Below R5000) are 
recognised and depreciated annually to R1 and are included in the asset register mainly for completeness and monitoring 
purposes. 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 


Reviewing the useful life of an asset on an annual basis does not require the municipality to amend the previous estimate 
unless expectations differ from the previous estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 


The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised and will be classified as revenue. The gain or loss arising from the derecognition of an item of 
property, plant and equipment is determined as the difference between the net disposal proceeds, if any, and the carrying 
amount of the item. 


Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash 
flows on these assets are included in cash flows from operating activities in the municipality. 
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1.4 Property, plant and equipment (continued) 


Servitudes are recognised as a component of property, plant and equipment as it is directly linked to the location and 
construction of infrastructure assets. 


1.5 Site restoration and dismantling cost 


The municipality has an obligation to dismantle, remove and restore items of property, plant and equipment. Such 
obligations are referred to as ‘decommissioning, restoration and similar liabilities’. The cost of an item of property, plant and 
equipment includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which a municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that period. 


If the related asset is measured using the revaluation model: 

(a) changes in the liability alter the revaluation surplus or deficit previously recognised on that asset, so that: 
a decrease in the liability (subject to (b)) is credited to revaluation surplus in net assets, except that it is 
recognised in surplus or deficit to the extent that it reverses a revaluation deficit on the asset that was previously 
recognised in surplus or deficit 
- an increase in the liability is recognised in surplus or deficit, except that it is debited to the revaluation 
surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 

(b) in the event that a decrease in the liability exceeds the carrying amount that would have been recognised had 
the asset been carried under the cost model, the excess is recognised immediately in surplus or deficit; and 

(c) achange in the liability is an indication that the asset may have to be revalued in order to ensure that the 
carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. Any such revaluation is taken into account in determining the amounts to be taken to surplus or 
deficit or net assets under (a). If a revaluation is necessary, all assets of that class are revalued. 


1.6 Intangible assets 
An intangible asset ts an identifiable non-monetary asset without physical substance. 


An asset is identified as an intangible asset when it: 
+ is capable of being separated or divided from a municipality and sold, transferred, licensed, rented or exchanged, 
either individually or together with a related contract, asset or liability, or 
e arises from contractual rights or other legal rights, regardless of whether those rights are transferable or 
separable from the municipality or from other rights and obligations. 


An intangible asset is recognised when: 
° itis probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 
+ the cost or fair value of the asset can be measured reliably. 


Intangible assets are initially recognised at cost. 


When an intangible asset is acquired through a non-exchange transaction, the cost shall be its fair value as at the date of 
acquisition. 


Expenditure on research (or on the research phase of an internal project} is recognised as an expense when it is incurred. 


An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 
e itis technically feasible to complete the asset so that it will be available for use or sale. 

there is an intention to complete and use or sell it. 

there is an ability to use or sell it. 

it will generate probable future economic benefits or service potential. 

there are available technical, financial and other resources to complete the development and to use or sell the 

asset. 

e the expenditure attributable to the asset during its development can be measured reliably. 


Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 


The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 
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1.6 Intangible assets (continued) 


Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 


Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 


Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows: 
ltem Depreciation method Average useful life 
Computer software Straight-line 3 years 
Intangible assets are derecognised: 

e on disposal: or 

e when no future economic benefits or service potential are expected from its use or disposal. 


1.7 Heritage assets 


Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic 
significance and are held indefinitely for the benefit of present and future generations. 


Class of heritage assets means a grouping of heritage assets of a similar nature or function in an municipality's operations that 
is shown as a single item for the purpose of disclosure in the unaudited separate annual financial statements. 


Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP. 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 


Recognition 


The municipality recognises a heritage asset as an asset if it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 


If a municipality holds an asset that might be regarded as a heritage asset but which, on initial recognition, does not meet the 
recognition criteria of a heritage asset because it cannot be reliably measured, relevant and useful information about it shall be 
disclosed in the notes to the financial statements. 

Initial measurement 


Heritage assets are measured at cost. 


Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition. 


Subsequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 
Impairment 

The municipality assesses at each reporting date whether there is an indication that a heritage assets may be impaired. If any 


such indication exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage 
asset. 
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1.7 Heritage assets (continued) 

Transfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 


The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 


The gain or toss arising from the derecognition of a heritage asset is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised in surplus or deficit when the 
heritage asset is derecognised. 


1.8 Investments in associates 


An associate is a municipality over which the municipality is in a position to exercise significant influence, through participation 
in the financial and operating policy decisions of the investment. 


The results and assets and liabilities of associates are incorporated in these financial statements using the equity method of 
accounting. 


The carrying value of the investment in associates is adjusted for the municipality's share of operating surpluses/(deficits) less 
any dividends received. 


Where the municipality or its entities transact with an associate, unrealised gains and losses are eliminated to the extent of the 
municipality's or its municipal entities' interest in the relevant associate, except where unrealised losses provide evidence of an 
impairment of the asset transferred. 


Where the municipality is no longer able to exercise significant influence over the associate, the equity method of accounting is 
discontinued. 


The municipality uses the most recent available financial statements of the associate in applying the equity method. 
1.9 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one municipality and a financial liability or a residual 
interest of another municipality. 


The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility. 


A concessionary loan is a loan granted to or received by a municipality on terms that are not market related. 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 


Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. 


Derecognition is the removal of a previously recognised financial asset or financial liability from a municipality’s statement of 
financial position. 
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1.9 Financial instruments (continued) 


The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group 
of financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, a municipality shall estimate cash flows considering all contractual terms of 
the financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate, transaction costs, and all other premiums or discounts. There is a presumption that the cash flows and the 
expected life of a group of similar financial instruments can be estimated reliably. However, in those rare cases when it is not 
possible to reliably estimate the cash flows or the expected life of a financial instrument (or group of financial instruments), the 
municipality shall use the contractual cash flows over the full contractual term of the financial instrument (or group of financial 
instruments). 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arms length transaction. 


A financial asset is: 
° cash; 
+ a residual interest of another municipality, or 
e a contractual right to: 
- receive cash or another financial asset from another municipality; or 
- exchange financial assets or financial liabilities with another municipality under conditions that are potentially 
favourable to the municipality. 


A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 


A financial liability is any liability that is a contractual obligation to: 
e deliver cash or another financial asset to another municipality; or 
e exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the municipality. 


Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. 


Liquidity risk is the risk encountered by a municipality in the event of difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. 


Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 
Loans payable are financial liabilities, other than short-term payables on normal credit terms. 


Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. 


Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the 
market. 


A financial asset is past due when a counterparty has failed to make a payment when contractually due. 


Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the municipality had not acquired, issued or 
disposed of the financial instrument. 


Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 

+ the municipality designates at fair value at initial recognition; or 

+ are held for trading. 
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1.9 Financial instruments (continued) 


Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 


Financial instruments at fair value comprise financial assets or financial liabilities that are: 

° derivatives; 

¢ combined instruments that are designated at fair value; 

e instruments held for trading. A financial instrument is held for trading if: 
- it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 
= on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short term profit-taking; 
` non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 
= financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 


Classification 


The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position and in note 18: 


Class Category 
Cash and cash equivalents Financial asset measured at amortised cost 
Receivables from non-exchange transactions Financial asset measured at amortised cost 
Receivables from exchange transactions Financial asset measured at amortised cost 


The municipality has the following types of financial liabilities (classes and category} as refiected on the face of the statement 
of financial position and in note 20: 


Class Category 
Borrowings Financial liability measured at amortised cost 
Payables from exchange transactions Financial liability measured at amortised cost 
Unspent conditional grants and receipts Financial liability measured at amortised cost 
Accrued leave pay Financial liability measured at amortised cost 
Consumer deposits Financial liability measured at fair value 
Other deposits Financial liability measured at fair value 
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1.9 Financial instruments (continued) 
Initial recognition 


The municipality recognises a financial asset or a financial liability in its statement of financial position when the municipality 
becomes a party to the contractual provisions of the instrument. 


Initial measurement of financial assets and financial liabilities 


The municipality measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 


Subsequent measurement of financial assets and financial liabilities 


The municipality measures all financial assets and financial liabilities after initial recognition using the following categories: 
e Financial instruments at fair value. 
. Financial instruments at amortised cost. 
e Financial instruments at cost. 


All financial assets measured at amortised cost, or cost, are subject to an impairment review. 
Fair value measurement considerations 


The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the 
municipality establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish 
what the transaction price would have been on the measurement date in an arm’s length exchange motivated by normal 
operating considerations. Valuation techniques include using recent arm’s length market transactions between knowledgeable, 
willing parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted 
cash flow analysis and option pricing models. If there is a valuation technique commonly used by market participants to price 
the instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies 
as little as possible on entity-specific inputs. It incorporates all factors that market participants would consider in setting a price 
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, the municipality 
calibrates the valuation technique and tests it for validity using prices from any observable current market transactions in the 
same instrument (i.e. without modification or repackaging) or based on any available observable market data. 


The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on 
demand, discounted from the first date that the amount could be required to be paid. 


Reclassification 


The municipality does not reclassify a financial instrument while it is issued or held unless it is: 
e combined instrument that is required to be measured at fair value; or 
è an investment in a residual interest that meets the requirements for reclassification. 


Where the municipality cannot reliably measure the fair value of an embedded derivative that has been separated from a host 
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This 
requires a reclassification of the instrument from amortised cost or cost to fair value. 


If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the municipality 
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available 
becomes the cost. 


If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not 
available, and the instrument would have been required to be measured at fair value, the municipality reclassifies the 
instrument from cost to fair value. 


Gains and losses 


A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 
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1.9 Financial instruments (continued) 
For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit 
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 


Impairment and uncollectibility of financial assets 


The municipality assesses at the end of each reporting period whether there is any objective evidence that a financial asset or 
group of financial assets is impaired. 


Financial assets measured at amortised cost: 


If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset's carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset's original 
effective interest rate. The carrying amount of the asset is reduced directly OR through the use of an allowance account. The 
amount of the loss is recognised in surplus or deficit. 


If, ina subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly OR by 
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the 
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 


Financial assets measured at cost: 
If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 


the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 


Presentation 


Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit. 


Dividends or similar distributions relating to a financial instrument or a component that is a financial liability is recognised as 
revenue or expense in surplus or deficit. 


Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 


A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when the municipality currently has a legally enforceable right to set off the recognised amounts and intends either to settle on 
a net basis, or to realise the asset and settle the liability simultaneously. 


In accounting for a transfer of a financial asset that does not qualify for derecognition, the municipality does not offset the 
transferred asset and the associated liability. 


1.10 Statutory receivables 
Identification 


Statutory receivables are receivables that arise from legislation, supporting regulations, or similar means, and require 
settlement by another entity in cash or another financial asset. 


Carrying amount is the amount at which an asset is recognised in the statement of financial position. 

The cost method is the method used to account for statutory receivables that requires such receivables to be measured at their 
transaction amount, plus any accrued interest or other charges (where applicable) and, less any accumulated impairment 
losses and any amounts derecognised. 


Nominal interest rate is the interest rate and/or basis specified in legislation, supporting regulations or similar means. 
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1.10 Statutory receivables (continued) 


The transaction amount for a statutory receivable means the amount specified in, or calculated, levied or charged in 
accordance with, legislation, supporting regulations, or similar means. 


Recognition 
The EE recognises statutory receivables as follows: 
if the transaction is an exchange transaction, using the policy on Revenue from exchange transactions; 
° if the transaction is a non-exchange transaction, using the policy on Revenue from non-exchange transactions 
(Taxes and transfers); or 
e ifthe transaction is not within the scope of the policies listed in the above or another Standard of GRAP, the 
receivable is recognised when the definition of an asset is met and, when it is probable that the future economic 
benefits or service potential associated with the asset will flow to the entity and the transaction amount can be 
measured reliably. 
Transitional provision 


The municipality took advantage of the transitional provision granted in Directive 3 of the GRAP Reporting Framework. Refer to 
note 1.34 for more details in this regard. 


1.11 Leases 

A lease is either a written or implied contract by which an owner (the lessor) of a specific asset grants a second party (the 
lessee) the right to its exclusive possession and use for a specific period and under specific conditions, in return for specific 
periodic rental or lease payments. 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 


Operating leases - lessor 
Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 


Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 


The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 
The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performance. 

Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 


1.12 Inventories 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction and then 
their costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realisable value. 
Inventories are measured at the lower of cost and current replacement cost where they are held for; 
. distribution at no charge or for a nominat charge; or 


e consumption in the production process of goods to be distributed at no charge or for a nominal charge. 


Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 


Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 
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1.12 Inventories (continued) 


The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 


The cost of inventories is assigned using the formula. The same cost formula is used for all inventories having a similar nature 
and use to the municipality. 


When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 


1.13 Impairment of cash-generating assets 


Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 


Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 


Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 


A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return 
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups of 
assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 


Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

° the period of time over which an asset is expected to be used by the municipality; or 

e the number of production or similar units expected to be obtained from the asset by the municipality. 
identification 


When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 


The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 


Value in use 


Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life. 


When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 
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1.13 Impairment of cash-generating assets (continued) 
Cash-generating units 


If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs (the asset's cash-generating unit). 


If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality use management's best estimate of future price(s) that 
could be achieved in arm's length transactions in estimating: 
e the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 
e the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 
affected by the internal transfer pricing. 


Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change 
is justified. 


An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 


In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 
e its fair value less costs to sell (if determinable); 
e its value in use (if determinable); and 
e zero. 


The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 


Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non- 


cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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1.13 Impairment of cash-generating assets (continued) 
Reversal of impairment loss 


An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 


A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 
Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 


After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 


A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 


In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased 
above the lower of: 
° its recoverable amount (if determinable}; and 
e the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 


The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata 
to the other assets of the unit. 


1.14 Impairment of non-cash-generating assets 


Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset. 


Non-cash-generating assets are assets other than cash-generating assets. 


Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 


Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 


A cash-generating unit is the smallest identifiable group of assets managed with the objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 


Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 


Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in use. 
Useful life is either: 


e the period of time over which an asset is expected to be used by the municipality; or 
e the number of production or similar units expected to be obtained from the asset by the municipality. 
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1.14 Impairment of non-cash-generating assets (continued) 


At each reporting date a review is carried out to determine whether there are any indications that any assets and non-cash- 
generating units may be impaired. If such indications exist, the recoverable amounts of the affected assets are determined. 


Where the recoverable amount of an asset or non-cash-generating unit is lower than its carrying amount, an impairment loss is 
recognised in surplus or deficit in respect of assets at historic cost, and recognised in the revaluation reserve in respect of 
assets at revalued amounts. 


identification 
When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 


The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 


Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential. 
The present value of the remaining service potential of non-cash-generating assets is determined using the following approach: 
Depreciated replacement cost approach 


The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset's gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is measured as 
the current reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the 
basis of such cost, to reflect the already consumed or expired service potential of the asset. 


The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the 
municipality would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 


Recognition and measurement 


If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 


An impairment loss is recognised immediately in surplus or deficit. 
Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 


When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to 
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 


After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 
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1.14 Impairment of non-cash-generating assets (continued) 
Reversal of an impairment loss 


The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 


An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an impairment loss. 
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 


A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 
Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 


After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 


Redesignation 


The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating asset 
to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 


1.15 Employee benefits 
Employee benefits are all forms of consideration given by a municipality in exchange for service rendered by employees. 


A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party of the reporting municipality, 
if the proceeds of the policy can be used only to pay or fund employee benefits under a defined benefit plan and are not 
available to the reporting municipality's own creditors (even in liquidation) and cannot be paid to the reporting municipality, 
unless either: 
e the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 
e the proceeds are returned to the reporting municipality to reimburse it for employee benefits already paid. 


Termination benefits are employee benefits payable as a result of either: 
° an municipality's decision to terminate an employee's employment before the normal retirement date; or 
* an employee's decision to accept voluntary redundancy in exchange for those benefits. 


Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 


Vested employee benefits are employee benefits that are not conditional on future employment. 


Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 


A constructive obligation is an obligation that derives from a municipality's actions where by an established pattern of past 
practice, published policies or a sufficiently specific current statement, the municipality has indicated to other parties that it will 
accept certain responsibilities and as a result, the municipality has created a valid expectation on the part of those other parties 
that it will discharge those responsibilities. 
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1.15 Employee benefits (continued) 
Short-term employee benefits 


Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
monihs after the end of the period in which the employees render the related service. 


SEH employee benefits include items such as: 
wages, salaries and social security contributions; 

° short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

e bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

° non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cellphones) for current employees. 


When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted amount 
of short-term employee benefits expected to be paid in exchange for that service: 

e as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the municipality recognises that excess as an asset (prepaid expense) to the 
extent that the prepayment will lead to, for example, a reduction in future payments or a cash refund: and 

° as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 


The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The municipality measures the 
expected cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the 
unused entitlement that has accumulated at the reporting date. 


The entity recognises the expected cost of bonus, incentive and performance related payments when the municipality has a 
present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the 
obligation can be made. A present obligation exists when the entity has no realistic alternative but to make the payments. 


Post-employment benefits 


Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of 
employment. 


Post-employment benefit plans are formal or informal arrangements under which a municipality provides post-employment 
benefits for one or more employees. 


Post-employment benefits: Defined contribution plans 


Defined contribution plans are post-employment benefit plans under which a municipality pays fixed contributions into a 
separate municipality (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not 
hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods. 


When an employee has rendered service to the municipality during a reporting period, the municipality recognises the 
contribution payable to a defined contribution plan in exchange for that service: 
+ as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, a municipality recognises that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 
e as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 


Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 
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1.15 Employee benefits (continued) 
Post-employment benefits: Defined benefit plans 
Defined benefit plans are post-employment benefit plans other than defined contribution plans. 


Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the municipality recognises actuarial gains and losses in surplus or deficit in the reporting period in which they 
Occur. 


Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the 
reporting municipality) that are held by an municipality (a fund) that is legally separate from the reporting municipality and exists 
solely to pay or fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to 
the reporting entity's own creditors (even in liquidation), and cannot be returned to the reporting municipality, unless either: 
e the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the 
reporting municipality; or 
e the assets are returned to the reporting municipality to reimburse it for employee benefits already paid. 


Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the 
current period. 


Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the 
benefits are one period closer to settlement. 


Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognises past service cost as an expense in 
the reporting period in which the plan is amended. 


Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 


The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods. 


The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together 
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those 
included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 
itself. 


The municipality account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any 
constructive obligation that arises from the municipality's informal practices. Informal practices give rise to a constructive 
obligation where the municipality has no realistic alternative but to pay employee benefits. An example of a constructive 
obligation is where a change in the municipality's informal practices would cause unacceptable damage to its relationship with 
employees. 


The amount recognised as a defined benefit liability is the net total of the following amounts: 
e the present value of the defined benefit obligation at the reporting date: 
e — minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly: 
¢ — plus any liability that may arise as a result of a minimum funding requirement 


The amount determined as a defined benefit liability may be negative (an asset). The municipality measures the resulting asset 
at the lower of: 
° the amount determined above; and 
e the present value of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a discount rate which 
reflects the time value of money. 


Any adjustments arising from the limit above is recognised in surplus or deficit. 
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1.15 Employee benefits (continued) 


The municipality determines the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the unaudited separate annual financial statements do not differ materially from 
the amounts that would be determined at the reporting date. 


The municipality recognises the net total of the following amounts in surplus or deficit, except to the extent that another 
Standard requires or permits their inclusion in the cost of an asset: 
° current service cost; 
interest cost; 
the expected return on any plan assets and on any reimbursement rights; 
actuarial gains and losses; 
past service cost; 
the effect of any curtailments or settlements; and 
the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 


The municipality uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 


In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, a municipality shall attripute benefit to periods of service under the plan’s benefit formula. However, if an 
employee's service in later years will lead to a materially higher level of benefit than in earlier years, a municipality shall 
attribute benefit on a straight-line basis from: 
e the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 
° the date when further service by the employee will lead to no material amount of further benefits under the plan, 
other than from further salary increases. 


Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 


The municipality recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or 
settlement occurs. The gain or loss on a curtailment or settlement comprises: 

e any resulting change in the present value of the defined benefit obligation; and 

e any resulting change in the fair value of the plan assets. 


Before determining the effect of a curtailment or settlement, the municipality re-measure the obligation (and the related plan 
assets, if any) using current actuarial assumptions (including current market interest rates and other current market prices). 


When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is presented as the net of the amount recognised for a reimbursement. 


The municipality offsets an asset relating to one plan against a liability relating to another plan when the municipality has a 


legally enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously. 
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1.15 Employee benefits (continued) 
Actuarial assumptions 
Actuarial assumptions are unbiased and mutually compatible. 


Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 


The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 
The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 


pest employment! benefit obligations are measured on a basis that reflects: 

estimated future salary increases; 

e the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

ê estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if, and only if, either: 

+ those changes were enacted before the reporting date; or 

e past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 


Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 


1.16 Provisions and contingencies 


Provisions are recognised when: 
+ the municipality has a present obligation as a result of a past event; 
e it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 
e a reliable estimate can be made of the obligation. 


The amount of a provision is the best estimate of the expenditure expected to be required to setile the present obligation at the 
reporting date. 


Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 


The discount rate reflects current market assessments of the time value of money and the risks specific to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 


Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase Is recognised as an interest expense. 


A provision is used only for expenditures for which the provision was originally recognised. 
Provisions are not recognised for future operating (deficits). 


lf a municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 
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1.16 Provisions and contingencies (continued) 


A constructive obligation to restructure arises only when an entity: 

° has a detailed formal plan for the restructuring, identifying at least: 
- the activity/operating unit or part of an activity/operating unit concerned; 
` the principal locations affected; 
- the location, function, and approximate number of employees who will be compensated for services being 
terminated; 
` the expenditures that will be undertaken; and 
- when the plan will be implemented; and 

e has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 


A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 
° necessarily entailed by the restructuring; and 
e not associated with the ongoing activities of the municipality 


No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 


After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 
+ the amount that would be recognised as a provision; and 
e the amount initially recognised less cumulative amortisation. 
Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 48. 
1.17 Commitments 


items are classified as commitments when the municipality has committed itself to future transactions that will normally result 
in the outflow of cash. A commitment is disclosed to the extent that it has not already been recognised elsewhere in the 
financial statements. 


At the end of each financial period the municipality determines commitments in respect of capital expenditure that has been 
approved and contracted for which is then disclosed as a note in the annual financial statements differentiating between 
community, infrastructure and other capital expenditure commitments. (Refer to note 47) 

1.18 Revenue from exchange transactions 


Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in 
an increase in net assets, other than increases relating to contributions from owners. 


An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 
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1.18 Revenue from exchange transactions (continued) 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
Service charges relating to solid waste, sanitation and sewerage are levied in terms of the approved tariffs. 


Service charges relating to electricity and water are based on consumption. Meters are read on a monthly basis and revenue is 
recognised in the period when the consumption took place. Provisional estimates of consumption are made monthly when 
meter readings have not been performed. Adjustments to provisional estimates of consumption are made in the invoicing 
period when meters have been read. These adjustments are recognised as revenue in the invoicing period. 


To include all revenue in the financial period, calculations and accruals are made to account for consumption that took place 
during the last meter reading dates and the financial year end. 


services provided on a prepayment basis are recognised at the point of sale. An adjustment for an unutilised portion is made at 
year-end, based on the average consumption history. 


Sale of goods 


Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

e the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods: 

e — the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

s the amount of revenue can be measured reliably; 

° it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

e the costs incurred or to be incurred in respect of the transaction can be measured reliably. 


Rendering of services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

e the amount of revenue can be measured reliably; 

e itis probable that the economic benefits or service potential associated with the transaction will flow to the 

municipality; 
e the stage of completion of the transaction at the reporting date can be measured reliably; and 
¢ — the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 


When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 


When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 


Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by surveys of work performed. 
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1.18 Revenue from exchange transactions (continued) 
Interest, royalties and dividends 


Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar distributions is 


recognised when: 
° It is probable that the economic benefits or service potential associated with the transaction will flow to the 


municipality, and 
* The amount of the revenue can be measured reliably. 


Interest is recognised, in surplus or deficit, using the effective interest rate method. 
Royalties are recognised as they are earned in accordance with the substance of the relevant agreements. 


Dividends or similar distributions are recognised, in surplus or deficit, when the municipality's right to receive payment has 
been established. 


Service fees included in the price of the product are recognised as revenue over the period during which the service is 
performed. 


1.19 Revenue from non-exchange transactions 


Revenue comprises gross inflows of economic benefits or service potential received and receivable by a municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 


Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 


Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or otherwise regulate the access of others to that benefit. 


Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 


Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, a municipality 
either receives value from another municipality without directly giving approximately equal value in exchange, or gives value to 
another municipality without directly receiving approximately equal value in exchange. 


Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 


Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 


Tax expenditures are preferential provisions of the tax law that provide certain taxpayers with concessions that are not 
available to others. 


Taxes such as property rates are economic benefits or service potential compulsorily paid or payable to the municipality, in 
accordance with laws and or regulations, established to provide revenue to government. Taxes do not include fines or other 
penalties imposed for breaches of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 


Recognition 


An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 


As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 
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1.19 Revenue from non-exchange transactions (continued) 
Measurement 


Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a 
liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle 
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 
liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the 
liability is recognised as revenue. 

Taxes (Property rates) 


The municipality recognises an asset in respect of taxes at the gross amount when the taxable event occurs and the asset 
recognition criteria are met. 


Transfers 


The municipality recognises an asset in respect of transfers when the transferred resources meet the definition of an asset and 
satisfy the criteria for recognition as an asset. 


Transferred assets are measured at their fair value as at the date of acquisition. 
Debt forgiveness and assumption of liabilities 


The municipality recognises revenue in respect of debt forgiveness when the former debt no longer meets the definition of a 
liability or satisfies the criteria for recognition as a liability. 


Revenue arising from debt forgiveness is measured at the carrying amount of debt forgiven. 
Fines 


Fines are economic benefits or service potential received or receivable by the municipality, as determined by a court or other 
law enforcement body, as a consequence of the breach of laws or regulations. 


Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for recognition 
as an asset. 


Assets arising from fines are measured at the best estimate of the inflow of resources to the municipality. 
Where the municipality collects fines in the capacity of an agent, the fine will not be revenue of the collecting municipality. 


Traffic fines are accounted for at a net value based on total outstanding fines calculated using the average of the previous 
three years less impairment based on a probability collection factor calculated using the average of the previous 5 years. 


Bequests 


Bequests that satisfy the definition of an asset are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality, and the fair value of the assets can be measured reliably. 


Gifts and donations, including goods in-kind 


Gifts and donations, including goods in-kind, are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured reliably. 


1.20 Investment income 


Investment income is recognised on a time-proportion basis using the effective interest method. 
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4.21 Borrowing costs 


Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised 
as part of the cost of that asset when it is probable that they will result in future economic benefits or service potential to the 
municipality, and the costs can be measured reliably. The municipality applies this consistently to all borrowing costs that are 
directly attributable to the acquisition, construction, or production of all qualifying assets of the municipality. The amount of 
borrowing costs eligible for capitalisation is determined as follows: 
e Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
investment income on the temporary investment of those borrowings. 
¢ Weighted average of the borrowing costs applicable to the municipality on funds generally borrowed for the purpose 
of obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred. 


The capitalisation of borrowing costs commences when all the following conditions have been met: 

e expenditures for the asset have been incurred; 

° borrowing costs have been incurred; and 

° activities that are necessary to prepare the asset for its intended use or sale are undertaken. 
When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or recoverable 
service amount or net realisable value or replacement cost, the carrying amount is written down or written off in accordance 
with the accounting policy on Impairment of Assets and Inventories as per accounting policy number 1.12, 1.13 and 1.14. In 
certain circumstances, the amount of the write-down or write-off is written back in accordance with the same accounting policy. 
Capitalisation is suspended during extended periods in which active development is suspended. 


Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale 
are complete. 


When the municipality completes the construction of a qualifying asset in parts and each part is capable of being used while 
construction continues on other parts, the municipality ceases capitalising borrowing costs when it completes substantially all 
the activities necessary to prepare that part for its intended use or sale. 

All other borrowing costs are recognised as an expense in the period in which they are incurred. 

1.22 Accounting by principals and agents 


identification 


An agent is an entity that has been directed by another entity (a principal), through a binding arrangement, to undertake 
transactions with third parties on behalf of the principal and for the benefit of the principal. 


A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions with 
third parties on its behalf and for its own benefit. 


A principal-agent arrangement results from a binding arrangement in which one entity (an agent), undertakes transactions with 
third parties on behalf, and for the benefit of, another entity (the principal). 


Identifying whether an entity is a principal or an agent 

When the municipality is party to a principal-agent arrangement, it assesses whether it is the principal or the agent in 
accounting for revenue, expenses, assets and/or liabilities that result from transactions with third parties undertaken in 
terms of the arrangement. 


The assessment of whether a municipality is a principal or an agent requires the municipality to assess whether the 
transactions it undertakes with third parties are for the benefit of another entity or for its own benefit. 


Binding arrangement 


The municipality assesses whether it is an agent or a principal by assessing the rights and obligations of the various parties 
established in the binding arrangement. 


Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as a 
principal or an agent. 
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1.22 Accounting by principals and agents (continued) 
Assessing which entity benefits from the transactions with third parties 


When the municipality in a principal-agent arrangement concludes that it undertakes transactions with third parties for the 
benefit of another entity, then it is the agent. If the municipality concludes that it is not the agent, then it is the principal in 
the transactions. 


The municipality is an agent when, in relation to transactions with third parties, all three of the following criteria are present: 
° It does not have the power to determine the significant terms and conditions of the transaction. 
° It does not have the ability to use all, or substantially all, of the resources that result from the transaction for its 
own benefit. 
° It is not exposed to variability in the results of the transaction. 


Where the municipality has been granted specific powers in terms of legislation to direct the terms and conditions of 
particular transactions, it is not required to consider the criteria of whether it does not have the power to determine the 
significant terms and conditions of the transaction, to conclude that is an agent. The municipality applies judgement in 
determining whether such powers exist and whether they are relevant in assessing whether the municipality is an agent. 


Recognition 


The municipality, as a principal, recognises revenue and expenses that arise from transactions with third parties in a 
principal-agent arrangement in accordance with the requirements of the relevant Standards of GRAP. 


The municipality, as an agent, recognises only that portion of the revenue and expenses it receives or incurs in executing 
the transactions on behalf of the principal in accordance with the requirements of the relevant Standards of GRAP. 


The municipality recognises assets and liabilities arising from principal-agent arrangements in accordance with the 
requirements of the relevant Standards of GRAP. 


1.23 Comparative figures 
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 
1.24 Unauthorised expenditure 


Unauthorised expenditure means: 
° overspending of a vote or a main division within a vote; and 
° expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 


All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.25 Fruitless and wasteful expenditure 


Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.26 Irregular expenditure 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
municipality's supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure 
is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted 
for as revenue in the Statement of Financial Performance. 
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1.26 Irregular expenditure (continued) 


Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements is recorded appropriately in the irregular expenditure register. In such an 
instance, no further action is also required with the exception of updating the note to the financial statements. Irregular 
expenditure that was incurred and identified during the current financial year and for which condonement is being awaited at 
year end is recorded in the irregular expenditure register. No further action is required with the exception of updating the note to 
the financial statements. 


Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 


Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate 
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the municipal 
Council may write off the amount as debt impairment and disclose such in the relevant note to the financial statements. The 
irregular expenditure register must also be updated accordingly. If the irregular expenditure has not been condoned and no 
person is liable in law, the expenditure related thereto must remain against the relevant programme/expenditure item, be 
disclosed as such in the note to the financial statements and updated accordingly in the irregular expenditure register. 


1.27 Use of estimates 


The preparation of unaudited annual financial statements in conformity with Standards of GRAP requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgement in the process of applying the 
municipality's accounting policies. The areas involving a higher degree of judgement or complexity, or areas where 
assumptions and estimates are significant to the unaudited annual financial statements are disclosed in the relevant sections 
of the unaudited annual financial statements. Although these estimates are based on management's best knowledge of current 
events and actions they may undertake in the future, actual results ultimately may differ from those estimates. 


1.28 Revaluation reserve 
The surplus arising from the revaluation of property, plant and equipment is credited to a non-distributable reserve. The 
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to the 


accumulated surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while 
gains or losses on disposal, based on revalued amounts, are credited or charged to the statement of financial performance. 


1.29 Off-setting 


Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP. 


1.30 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 


1.31 Budget information 


Municipalities are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), 
which is given effect through authorising legislation, appropriation or similar. 


General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 


The approved budget is prepared on an accrual basis and presented by functional classification linked to performance outcome 
objectives. 


The approved budget covers the fisca! period from 2019/07/01 to 2020/06/30. 


The budget for the economic entity includes all the entities approved budgets under its control. 
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1.31 Budget information (continued) 
Comparative information is not required. 


Differences between budget and actual amounts are regarded as material differences when a 10% difference exists. All 
material differences are explained in the Statement of Comparison of Budget and Actual Amounts to the annual financial 
statements. 


1.32 Related parties 


Parties are considered to be related if one party directly or indirectly has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions or is a member of the key management of 
the municipality. (Refer to note 49) 


1.33 Events after reporting date 


Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 
e those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting 
date); and 
o those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 


The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 


The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions 
of users taken on the basis of the financial statements. 


1.34 Transitional provisions 
Transitional provision for Statutory Receivables 


The municipality changed its relating accounting policy in 2020. The change in accounting policy is made in accordance with its 
transitional provision as per Directive 3 of the GRAP Reporting Framework. 


Until such time as the measurement period expires and relating items are classified and measured in accordance with the 
requirements of the associated Standard of GRAP, the municipality need not comply with the relating requirements of the 
Standards of GRAP on: 

° Statutory Receivables (GRAP 108) 


The municipality will comply with the disclosure requirement of GRAP 108, as and when statutory receivable are classified and 
measured in accordance with the Standard of GRAP. 


Refer to note 60 for additional disclosure in this regard. 
Due to initial adoption of the GRAP standard 
According to the transitional provision, the municipality is not required to change its accounting policy in respect of the 


classification and measurement of Statutory Receivables for the reporting periods beginning on a date within 3 years following 
the date of initial adoption of the specific Standard of GRAP (GRAP 108). The transitional provision expires on 2022/06/30. 


1.35 Value added tax (VAT) 


The municipality accounts for value added tax on the payment basis. Revenue, expenses and assets are recognised net of the 
amount of VAT. The net amount of VAT recoverable from or payable to, the taxation authority is disclosed on the face of the 
statement of financial position. (Refer to note 11) 


1.36 Investments 


Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately 
to its recoverable amount and an impairment loss is charged to the statement of financial performance. 
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2. New standards and interpretations 
2.1 Standards and interpretations issued, but not yet effective 


The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality's accounting periods beginning on or after 01 July 2020 or later periods: 


IGRAP 20: Accounting for Adjustments to Revenue 


As per the background to this Interpretation of the Standards of GRAP, there are a number of legislative and regulatory 
processes that govern how entities levy, charge or calculate revenue, in the public sector. Adjustments to revenue already 
recognised in terms of legislation or similar means arise from the completion of an internal review process within the entity, 
and/or the outcome of an external appeal or objection process undertaken in terms of legislation or similar means. 
Adjustments to revenue include any refunds that become payable as a result of the completion of a review, appeal or 
objection process. The adjustments to revenue already recognised following the outcome of a review, appeal or objection 
process can either result in a change in an accounting estimate, or a correction of an error. 


As per the scope, this Interpretation of the Standards of GRAP clarifies the accounting for adjustments to exchange and 
non-exchange revenue charged in terms of legislation or similar means, and interest and penalties that arise from revenue 
already recognised as a result of the completion of a review, appeal or objection process. Changes to the measurement of 
receivables and payables, other than those changes arising from applying this Interpretation, are dealt with in accordance 
with the applicable Standards of GRAP. The principles in this Interpretation may be applied, by analogy, to the accounting 
for adjustments to exchange or non-exchange revenue that arises from contractual arrangements where the fact patterns 
are similar to those in the Interpretation. 


The interpretation sets out the issues and relating consensus with accounting for adjustments to revenue. 
The effective date of the interpretation is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the interpretation for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 


GRAP 35: Consolidated Financial Statements 


The objective of this Standard is to establish principles for the presentation and preparation of consolidated financial 
statements when an entity controls one or more other entities. 


To meet this objective, the Standard: 

e requires an entity (the controlling entity) that controls one or more other entities (controlled entities) to present 
consolidated financial statements; 

e defines the principle of control, and establishes control as the basis for consolidation; 

e sets out how to apply the principle of control to identify whether an entity controls another entity and therefore 
must consolidate that entity; 

e sets out the accounting requirements for the preparation of consolidated financial statements; and 

e defines an investment entity and sets out an exception to consolidating particular controlled entities of an 
investment entity. 


It furthermore covers Definitions, Control, Accounting requirements, Investment entities: Fair value requirement, 
Transitional provisions and Effective date. 


The effective date of the standard is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


lt is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 
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2. New standards and interpretations (continued) 
GRAP 38: Disclosure of Interests in Other Entities 


The objective of this Standard is to require an entity to disclose information that enables users of its financial statements to 
evaluate: 
+ the nature of, and risks associated with, its interests in controlled entities, unconsolidated controlled entities, joint 
arrangements and associates, and structured entities that are not consolidated; and 
+ the effects of those interests on its financial position, financial performance and cash flows. 


It furthermore covers Definitions, Disclosing information about interests in other entities, Significant judgements and 
assumptions, Investment entity status, Interests in controlled entities, Interests in joint arrangements and associates, 
Interests in structured entities that are not consolidated, Non-qualitative ownership interests, Controlling interests acquired 
with the intention of disposal, Transitional provisions and Effective date. 

The effective date of the standard is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 


GRAP 36: Investments in Associates and Joint Ventures 


The objective of this Standard is to prescribe the accounting for investments in associates and joint ventures and to set out 
the requirements for the application of the equity method when accounting for investments in associates and joint ventures. 


It furthermore covers Definitions, Significant influence, Equity method, Application of the equity method, Separate financial 
statements, Transitional provisions and Effective date. 


The effective date of the standard is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 


GRAP 37: Joint Arrangements 


The objective of this Standard is to establish principles for financial reporting by entities that have an interest in 
arrangements that are controlled jointly (i.e. joint arrangements). 


To meet this objective, the Standard defines joint control and requires an entity that is a party to a joint arrangement to 
determine the type of joint arrangement in which it is involved by assessing its rights and obligations and to account for 
those rights and obligations in accordance with that type of joint arrangement. 


It furthermore covers Definitions, Joint arrangements, Financial statements and parties to a joint arrangement, Separate 
financial statements, Transitional provisions and Effective date. 


The effective date of the standard is for years beginning on or after 01 April 2020 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 
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2. New standards and interpretations (continued) 
GRAP 110 (as amended 2016): Living and Non-living Resources 


The objective of this Standard is to prescribe the: 
° recognition, measurement, presentation and disclosure requirements for living resources; and 
e disclosure requirements for non-living resources 


It furthermore covers Definitions, Recognition, Measurement, Depreciation, Impairment, Compensation for impairment, 
Transfers, Derecognition, Disclosure, Transitional provisions and Effective date. 


The subsequent amendments to the Standard of GRAP on Living and Non-living Resources resulted from editorial changes 
to the original text and inconsistencies in measurement requirements in GRAP 23 and other asset-related Standards of 
GRAP in relation to the treatment of transaction costs. Other changes resulted fram changes made to IPSAS 17 on 
Property, Plant and Equipment (IPSAS 17) as a result of the IPSASB’s Improvements to IPSASs 2014 issued in January 
2015 and Improvements to IPSASs 2015 issued in March 2016. 


The most significant changes to the Standard are: 

° General improvements: To clarify the treatment of transaction costs and other costs incurred on assets acquired 
in non-exchange transactions to be in line with the principle in GRAP 23; and To clarify the measurement 
principle when assets may be acquired in exchange for a non-monetary asset or assets, or a combination of 
monetary and non-monetary assets 

e IPSASB amendments: To clarify the revaluation methodology of the carrying amount and accumulated 
depreciation when a living resource is revalued; To clarify acceptable methods of depreciating assets; and To 
define a bearer plant and include bearer plants within the scope of GRAP 17 or GRAP 110, while the produce 
growing on bearer plants will remain within the scope of GRAP 27 


The effective date of the standard is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 


GRAP 34: Separate Financial Statements 


The objective of this Standard is to prescribe the accounting and disclosure requirements for investments in controlled 
entities, joint ventures and associates when an entity prepares separate financial statements. 


It furthermore covers Definitions, Preparation of separate financial statements, Disclosure, Transitional provisions and 
Effective date. 


The effective date of the standard is for years beginning on or after 01 April 2020. 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


It is unlikely that the standard will have a material impact on the municipality's unaudited separate annual financial 
statements. 


GRAP 18 (as amended 2016): Segment Reporting 


Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for 
which an entity reports information to management. 
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2. New standards and interpretations (continued) 
Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 


line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region. 


The subsequent amendments to the Standard of GRAP on Segment Reporting resulted from editorial and other changes to 
the original text have been made to ensure consistency with other Standards of GRAP. 


The most significant changes to the Standard are: 
e General improvements: An appendix with illustrative segment disclosures has been deleted from the Standard 
as the National Treasury has issued complete examples as part of its implementation guidance. 
The effective date of the standard is for years beginning on or after 01 April 2020 


The municipality expects to adopt the standard for the first time in the 2020/2021 unaudited separate annual financial 
statements. 


The impact of this standard is currently being assessed. 
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3. Investment property (continued) 


There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or 
enhancements. 


The values were determined jointly by an external property valuer, through the update of the Investment Property. All the 
properties were individually valued by the Property Valuers and assumptions used are detailed per each property. 


Registration details of internal and external valuers involved in the valuation were as follows: 
Mr. Graham, Professional Valuer (3841) 


Properties were individually valued using a specific method that is best applicable to each property. The full methodology and 
assumptions used are available for review to each property certificate. 


Rental income from investment properties in respect of monthly and annual leases amounted to R14 297 377, (2019: R16 045 
368). 


49 





Fr 


68£ 200 OZZ GL (691 8€9 679 vz) SSS SP9 69€ 


Fr 0S9 p00 OSZ 6} (90 626 LEG SZ) 969 E€6 ZBL SP 


OO m IMIM I IIU uO 


LLS 699 cbo L 
612 Ler 669 Z 
LEL ZZO ZZZ 
PSZ 8L8 8r6 t 
PFZ OE9 ELE 
LES 29¢ 009 € 
9/8 Pü Gë 
PO 902 Ltr Ee 
HU Log Jor 
LOZ 680 29 
90 29S SP 
OL 899 18 


(ZLO LEL ZZO L) 
(98S Z6Z 808 £) 
(EZ L09 Z90 £) 
(L76 8EZ ELL g) 
(C6 SZZ LL) 


(YLS SPZ zZv8) 
(€£0 87z 988 9) 
(SOL 998 122) 
(S00 6FL OOL) 
(Z2€ O19 92) 


Ké 008 690 c 
SU LZ 20S 9 
vSC CLO BERL 
S6L 250 290 EL 
LEL 906 EZ8 
LEG coz 009 € 
OSP OLS 282 4 
468 FEG ZZZ 0L 
LLé ZLZ 62S 
902 BEC LOL 
EZE CLL Zeb 
9/P 899 L8 


260 979 828 
LYO vV9 8Or € 
COS €29 992 L 
S26 SOL SSO p 
GU 269 Cre 
O€/ SOL 98¢ 7 
99G L92 720 | 
L99 89F Ezr € 
£86 GEL BCE 
GCL £28 9S 
OVL CLC BE 
94r 899 18 


(GSZ O9L ESL L) 
(ZZ0 098 620 p) 
(279 £82 780 £) 
(O0ZZ S9E LLS Q) 
(834Z LLE S99) 


(08S LZL 906) 
(ZEZ Z0Ļ SP4 2) 
(Got VZO 62Z) 
(S90 LEE OZL) 
(gez 698 68) 


CS8 908 LEO Z 
6LL 70S 87S 9 
GYL L9€ 0S8 F 
SY9 LEL ZOL EL 
080 600 808 
DEZ oO Oé kb 
9C1 68 OE6 L 
868 S/S 125 OL 
Zev VOL 209 
062 VSL 224 
vee 120 Bel 
97 859 18 


GCC SSS 


onjea BurAuey 





yuðuniedu! 
pəjejnwnose 


pue uoleisidap 


poyejnuinosy 
6102 


uonenjeA /}soD onyjea BulAuey 


yuauuredwl 
pajejpnuwnsse 


pue uoneaidəp 
payejnuinoay 





UU, 


UQHENIEA / ISO? 








IEAOl 


sBulpjing Aunuiwo4 
YOJU IJEM 

YIOMJOU JOJEMAISEAA 
speoy 

SSO) pEUOResIOSY 
(diM) sseiBosd u! YOM 
(Buisnoy jelsos ‘syjey ) saedoid 134}0 
ainjonysejul Apo] 
SOIDIYSA JOJO 

sein}xy pue aunyiuin-4 
AISUILDEU DUE (UE 
pue] 


juəwdiınbə pue zuejd ‘Auadold p 








puey ul sanf 





s}uəwuə}e}ş IEIOUEULI Iënuuv apipdae Daupngun au) Oo) SON 


OZOZ əunr o£ pəpuə JeəÁ əy} 104 szjuəwaezs |eIOUBUIJ |enuUY a}esed|as poypneun 


ALNYdIDINNN NYLNOdONLIN ALIS OIVddang 





eee 
622 EZP Z299 L 68E 200 OZ GL 


099 ¥00 OSZ 6L (COL 96L Y0 L) (87L €L9 LZY) (292 949 9) 


460979948 (p29091 66) (€66692pz) (OlLS9S91L)  £99€VG LL 
ZVO PF9 89t Z (28€ 999 pZ) (PZ9 Z97644) - SEE OFO Z6Ļ 





COS EZS S94 L (OEL PLLSLL) (poGPrLe aL) - Go Dt CSL 
S26 S91 969 r (9/7868 rrZ) GDëtoogtcL - L0G OO ZZE 
COS 269 zZbZ (24 ŁZr br) (SZOZZ294Ļ£) - O€8 SOLE 
O£Z 90L 987Z P - - - 661 Pre S89 
955 497 VZOL (0S98Z€ 92) (€zLe6zZl) -~ ESF 6ZL ZZL 
199 89r €Zr € (9LF EZ6 987Z) (6SZLIL vzz) - ZŁř 962 Z6 
€86 6€ 8gzE (o9699cr79) - (1S7 096 p) tSt 9196€ 
GZZ £28 9S (L90Z8L0z) ë - = S89 916 6 
9FL ZIZ 8E (ZO6SPZEL) -~ E ZLO 668 S 
9/7 859 L8 = = S S 

IëIoOl uoepəidəaq suojenjeaey sjesodsiq SUOIPpY 


LLS 699 CHO L 
DL/ Ler 669Z 
LEL CZO ZZZ 4 
Sc 818 86 Y 
PYZ OoEOCL 
LES c9¢ 009 € 
948 VOC SH6 
798 904 bre € 
HU Long Joe 
LOé 680 29 
9E0 29S SP 


9/7 8S9 LS 
eoupjeg Buiuedo 





sBuipying Ajlunuiwos 
YAOU JAJEM 

YIOMJOU JBJEMAISEAA 
speoy 

SSoe) [eucieaso8y 
(dIAA) sseuBoid u! WOM 
(Buisnoy jenos ‘syey ) samedoid Jeun 
SINjons}sedul AyOUjoa]y 
SO[OIYBA JO}OI/| 

soinyxy pue sunyiuin4 
AJBUIYDEW pue UB] 
pue] 


0Z0Z - Juowdinbs pure zuejd ‘Auadord Io uongutauo2en 


(panunuos) yuswidinbe pue jueld ‘Apedoig ‘p 


E $< rrr — — ———— 





puey ul sasn iy 





S}uəWə}L}Ş [e DuLUIy jenuuy əzeedəg pəzipneun 24} 0} SIJON 


ozoz unf 0€ pəpuə 1eəÁ əy; Jo) sjUsWE}e}g jelouUeUly jenuuy aeedag papneun 


ALNYdISINNN NYLTOdONLIN ALIO Ooigiing 


cS 
Se S 


(E 
uogeouewsq jedouNny 34} 40 suua UI SoepUNog jedpiuny jo uoneuueepa Jo ynsa e se samjediouny BuoqyBieu Jaujo wold) peajedes usaq SAY JEU} SJƏSSE ƏY} 0} 19JƏJ SJƏJSULLL 


“SINJIPUSAXS PSPIWLUOD J0} Zy BJOU O} JaJay 
Lt SJOU SsoueUsjVIeW Pue sedas apun pəsopsıp si JueWdinbe pue juejd ‘Ayedoid o} Bunejes einyjpuedxy 
“SJUSWSJE}S JBIUBUIF [ENUUY SY} JO SJOSN JO} UOHEWUOJU! jeueuy ay} zo uogezuasaidassiu € ut nsa! poo syuswaes jenueuly jenuuy 


Su} U! Seledoid esau] Jo UOISN|OU! SU} JEU} MAIA OU} JO S| JUBWAEBeUEW Jey} pajou oq aloUUEYNY Pinoys } ‘percudiu! pue puesea 'sjooied puej 194}0 pue laysID xe ‘purl dgy Aq pejueseideu 
ele Selyedoid asoy| “spiodel jeloueuy s,Ayfediolunyy eu) Ui pepnjou! useq Jou aaey yng AyedioluNW ou} Jo eweu au) JapuN pelajsibad ae speep aN YOIUM 40} seedoid əJe səy L 








gtt Leie —ć—- 
(zzy 6S€ 6£) (892 9199) s}əsse Jo jesodsip uo (sso))/ule6 JaN 
028 09S 8f 892 9199 dd jo anjea Burkey 


Jdd jo jesodsip uo spss70ig 






68€ 200 0ZZ 6L (S8L ZZZ £) (S99 6V0 LOE 4) 9LE LLE 8ZS (gees - Dëss GOL PSOESZL LOY PLO LIZ BL 
LLS 699 ZPOL - (G19 18692)  wSSS0G678 SPpESEOSL  Z8LSZZZL (s6ereZ 1) 00L ZZO LL  Zř9 96S 766 sbulpjing AjunuWwog 
612 Lev 669 2 (Z989 Z9) (8Z6 922Z L21) pO9ORSEL PGE QG6r9SrL  Z2/878P6E (p999) YGC T9248 JZLEQBSLOrEZ MONU 19JEM 
LEL ZZO Z244 - (OPL 9z r6) GLëLpocn - ZEE Ler zyez (OZI 872) OSZEST HS  066€02 LLS 4 IOMJSU JOJEMSISE/AA 
PSZ 818 86 v (z6£ 07) (688 819 0zS) (Pr8zZoS9LL) 90Z6908€Z7 BP8OIGZOL (ZZZZSZSL) Pveszez esl OZOS6E S8609 speoy 
PVLOEO9TZLE (EZ 9Z) (LLEL900€)  ZErprzZLOr  G6Z00Z71L 00882 (GS9 S96 9) G68 EGO FZ 98892 666 E2Z Saloey BuOHealIAY 
Leg 79zON09E - = - S (SpG 8Z9O LLY) - £66 8/7 OGL | ESO ZL LZBZ (dIAMA) ssaiBoid ul yon, 
9/8 v9ezSsré (€099801) (z6690S¢es) 2/G¢/26r28 ` Lët ee Giv9s0Z (918 2z5) 862 9Sr Y 9Sr 9/9 S06 (Buisnoy |eloos ‘sey ) somedod sayio 
vos 90Z lyse (p68 e807) (29890999Z) PéL90ELZz - SCH Zr 2 (68€ 6SGO0l) 69S0PS9OlL EPzRESrIZE ənynyseyu! Áo] 
OVO LSS ZSE— - (¢9z Zzi9S) - S : (8EL ZSL ZL) 8ZLZLZ88  ĻZZ8LL LPE Soen OO 
LOZ 680 29 - (689 p6p 2Z) - ` s (oLz ez) eS9869Cl err 80608 seun}xy pue sinwiuuing 
9E0 Z9S SP ~ (G20 peze) - 7 7 (ZSZ bi 066 818 S €Z€ Lët Ce AJOUIYOQEW pue JULI 
9/7 859 18 e - g - - - x 9/7 999 L8 pue] 

SSo] 
ejo L JUSWUIeEdUu uojweissideg suonjenjeasy SIBJSUBI | SJOJSUBY IAA sjesodsiq SUOUIDDv ` eupieO Duuedo 


GLoz -uueudimnbe pue wmd "Auedoigd Io uogeutauOo2en 


(penunuod) juswidinbea pue jueld ‘Aadoig = “py 





| | puey ul sounbi4 
sJUSWa}e}S /eloueUl4 jenuuy sjeledsas pazipneuf oy} 0} SOON 


ozoz əunf og pəpuə Je9A əy} 404 syuawaes jenueuly enuuy sedas paypneun 


ALPIVdISINNIN NVLITOdOYLAW ALID OTVS5ANG 








$}S9}01d A}UNWWOD Pue SUO|SBAL| SUJUOW zp ELOZ/SLEL/INH/OOO/WINDE 


sjeaoidde pue shejep Aleloyauag SYJUOW OG €LOZ/00€ L/NH/OOO/WINDS 

spunș JO J987] SUJUOW g, ANIT SAVMOUSIN 

SOA pue shejap uojeysiuiupe Aeloyoueg SUJUOW Zr CLE L/NH/OOD/ININD 
SOA pue sAejap uojeysiuiupe Aueioyjoueg SUJUOLU /¢ CLE LINH/OOD/ININDA 
PSJEUlULS} JOPEIUOD SUJUOW gp OLOZ/OLL LANH/OO3/S30/D94 

Pa}EUILUIS} JOJOBIUOD SUJUOLU gp CLO?/87E L/INH/OOS/ININD 

suoseay Doud Aejag peuo 


“AUIQ ay} Ag paunoul usaq sey 
JEY} SSO] JUSTE! OU UsEq spu ae 'dIM IƏPUN pUe p ION Add Ul pepnjoul ave saqe umoys Se eieidugo ot Jefuo Ajuesyiubis Buiye} ase yey} sjoefoud 2y} Ie jo senjea BulAwes oul 





4e9 brE LHLE LES PSS LZ Pp 





9198/0809 18S 706 969 Ajddns iaena 
ScvOLL ele 798 E70 979 UOHEYUCS 
SEE 879 99r | LSO 60E 068 L speoy 
¿Z8 9Z8 L29 6V8 L28 ZZZ Sjesse JOUIO 
G06 z/8E0€ 9LZ r18 99€ AupUIez 
L9G ZOS OLZ got LSZ BLZ See) Auunuuu0o7 
SSO G9Z 80L 8S SSE BOL sOuipying 

son0baje5 dIAA 


“aINJONISeyul jo sessejo 
BuIMoO}|O} au} Jo sasidwoo sseiBoJd-ul-yoag “ssesBold-ul-yiom Jo Wed se pasojosip si pue padojaaep Jo payonsjsuood ulaq zo ssəsosd ay} Ul SI Jusdinbe pue jued Ayedoid Buimoyjo) ay) 


Josee OU} SI AUD BU} B1SYM Osea] SoUeUY JepUN Jo/pue SjusWebUeUe AjLUNS ‘s}u@WIaa1Be UOISseoU0d elle ay} JapUN pjay ale YDIYUM AyD əy} Aq paumo sue yey} sosse ou osje ale BOUL 


WIND” Je ageyreae si A6ojopoujew Uonenfeasy 
‘WEL6P ON UOHeysIBay ‘UdIssajoig suanjeA Aad, Sy} 104 ouno) ueawyy ynos SU} YIM pale}sibad Janjep |BudIssajOid JBUJa}xe ue Aq OZOZ Sune OF SB PSUILa}jEp Siam sanjea ƏyL 


(penunuocs) juowdinbs pue jueld ‘Apiedoig = E 





- PUE U Son 
SIUOUUaIELS ISEUSULI Igënuuvg ajeiedas Psy PNeus əy? 07} SƏJON 


ozoz əunf og papuə Je9A SU] JO} SJUsWa}e}S jenueu: enuuy a}esedes payipneun 


ALITVdIDINNIN NVLITOdOYLAW ALID OTVSANG 








6SOCOLSL (PZE 6£S p) Ser ZrO ZZ aeMyos 








aouejeq 
IEIOL uonesiyowy Buruado 
6L0z - S}esse ojqiHuejul Jo UONelIOUODaY 
L@vesseL (zeg6eSv)  690€04 84 BIEMYOS 
əsuejeq 
IEIOL uonesipowy Duuede 


0ZOZ - S}Əsse əjqıBueLz}u; Io uOonEUIOuOeN 





6G0 C01 8L (LLL 6991) 922962 ve LeveoGeL  (6reeeziz) 942 962 rE BIEMYOS 








yuəwnedwl yusunriedwl 
peyejnuinose poyejnuinsoe 
pue pue 
uonesmowe UOUEDIEA UOUESILOLUE UOUEDIEA 
enjeA BulAuey peyejnunsoy (Iso anjea BulAey peajejnunosoy {4809 
6102 DCD 


DEE 


sjesse aiqibueyuy = "e 





puey ut sarn iy 


s}uəwə}X}S je pueĽu;4 jenuuy azesedag pəypneun 24} 0} SIJON 





ozoz əunr og pəpuə 1eəÁ əy; 40; syuawaes jenueuly jenuuy aeedas paypneun 


ALMYdIDINNN NYLTOdONLIWN AL Oomgiimg 


SS 





Oprelsos s9seez 

















7 G18 644 6t 
ozr osos = - 9zZr 0S0 81 Says SHEA} JBUIO 
CoP SEL Cc S Sev S6l cc səs 9 SBUIPJING IEOUOISIL 
670 998 Z S 670 998 € SEU OU 
CES 86E Z G99 cel £96 799 9 S}USLUNUOY| 
sourjeq 
Ie}0L SUOI}IPPY Buluedo 
610z sjesse Heuy Jo Uey 
OFr ELS OS OVP ELS OS 
9cr 090 84 9c 090 gl səs abeWayH 1Ə4}0 
EEF 86L cg CoV BEL 2c Says 9 SHuIpjing jeouc}siy 
670 998 € 670 998 Z S|JELOWSI/\ 
CES 86€ L CEG BBE Z syuawnuoN 
eCUEISO 
[BJO] Buiuado 
0Z0Z - sjesse abeyay Jo Uongu2uo2en) 
gtt ELëng - opt CLëog Orpelsos - OPY ELS OS le}oL 
DC OSO SL = gcr 0S0 81 9cr 090 84 S 9ZP OSD SL SOUS BHe}USH JBUIO 
EEr 86L Ze ~- EEF 36L ce EEP 86L ZZ = EEP 86L ZE Says 9g SBuIpying JeoMO}SIH 
BVO 998 € S 670 999 Z 670 998 € E 670 998 ¢ S/PLOWS| 
CES 86E Z S ceg g6E L CES 86€ Z S CEG 86E 2 S}UBLUNUOI 
Soss Soss 
yuəsunedw] uonenjeA, yuswuiedul uojenjer 
ənjea uueg peyeinunsoy 809 ənjer uueg paenunsoy /4s09 








eu 0z0z 





sjesse ohewey 9 





puey ul sanf 


s}uəwə}g}S jerueĽuIy enuuy 3iedəs pəypneun oy} 0} SIJON 





ozoz əunf og pəpuə 1eaÁ əy} 104 SyuawaL]S [enueuy jenuuy a}eJedas pejipneuy 


ALNYdIDINNN NYVLTOdONLIN ALIS OTVddang 


9S 


“SOIEYS SY} JO ONJeA je} By} Sayeuxoidde anjea ade) oy} Jey} SBASI|Oq JBASMOY JUSLUSHeUeW ‘ajqejleae Ajipes zou si 
ƏNJEA JI} OY} OUILUSJOP O} UOHEUUOJU! SU] SE SJelOOSse Sy] JO |NjeA JIB} BY] JO SJeujss qL e əyew zou pinos jusweBbeuepy 


Snjea we 


(982 Z6E L6G UY 6102) PO SEZ ZOZ Y O} pojunowe gozoz unt OC 16 eigtOesp Uu Iesel 





98¢ c6E L6G = PHS 862 ZOL 


06¢ Job GC SSE 90r SOL POYSp/snjduns Jo sleus 
966 726 49S 9872 Z6E 269G souejeq Buiuado 


əƏnjea DUuLAUE Uu S1ueulen OI 


‘SOSSO] JUSLUJIECLUI JO Jou UMOYS Je Sajeioosse Jo Suunoug DuuUE oul 





MITC WIE Buipjoy % 

(pasun) junowe BulAues eu 

DC CD L69 Þr9 862 ZOZ u! pəpnpu! 9L0'0 @ saueys 000'9Z - ZAI u! aJeys WIND 
6L0¢ junowe ozoz unowe 

HulAuey Buide Ayjud Jo awenN 


S9JEINOSSE UI S}JUSWIS@AU] = "A 
HEH Auld 84) JO JUOY Ul payosue si yey} BUeSNgny gry JG JO anje}s payonsjsuoo Amau e jo yjnsa e se que sjesse əßeəşH SU} Ul SUONIPpe BL OZ SUL 
Auumee & se paBpajd 10 pue papisa que sjyesse abeVayY S Ai OU] Jo SUON 


‘seBewep jecishyd pey LY Je paeo sway əy} jo awos Yuawedw: 104 Ajenuue pamana aJe sasse obeyEy 


‘66 COL dYVHO YM e9uLepIo e 
Ul pes|uBooe, USAQ SALY PUE $JƏSSE ƏSƏ} YPM payelsosse ANJELA IEJ € ySI[qEISƏ 0} [edOe/d JO sIqQIssod zou Sı 4 ‘sasse əGezuəy ueue zo eme eu o en 'JƏAOMOH “COL dWHO 


0} ƏjqeÞdde uojsjaosd jeuonisue Əy} (DM, souUepsOIe Ul ZL07 Ain¢ L0 uo paysa Ajaayoadsoes pue poyjaw anjen zuawasejdai 3y} UO PƏNJEA alam slosse abeywoy ‘yeonoeid ele 


(ponunuos) sjasse abey0H "9 





puey ui səni 
S}JUSU9}e}S [eIDUeUI jenuuy azesedag pəypneun 24} 0} S9JON 





ozoz əunf og pəpuə JeəÁ əy} 104 sjuswaze}s jeDueLeuL jenuuy ayesedag paypneun 


ALNYdISINNN NVLNTOdONLIN ALIO OTVddang 


BUFFALO CITY METROPOLITAN MUNICIPALITY 
Unaudited Separate Annual Financial Statements for the year ended 30 June 2020 
Notes to the Unaudited Separate Annual Financial Statements 


Figures in Rand 2020 2019 
Restated* 





7. Investments in associates (continued) 
Principal activities, country of incorporation and voting power 


Legal name Principal Country of Proportion of 
activity incorporation voting power 

East London Industrial Development Zone (Pty)Ltd Development SA 26% 

of East 

London's 

Industrial 

Development 

Zone. 


Summary of controlled entity's interest in associate 


Total assets 860 068 172 910101125 
Total liabilities (157 269 268) (312 708 580) 
Total equity 702 798 644 597 392 286 


Share in surplus for the year | 105 406 358 29 467 290| 
Surplus - Opening balance 597 392 286| 567 924 997 
Associates with different reporting dates 


The financial statements of East London Industrial Development Zone (Proprietary) Limited have a different year end to BCMM 
and ELIDZ statements are prepared for the accounting period 01 April 2019 to 31 March 2020. 


Per Accounting Policy 1.8, the municipality uses the most recent available financial statement of the associate in applying the 
equity method. The amounts reflected above are for the period 01 April 2019 - 31 March 2020. 


8. Employee benefit obligations 


The amounts recognised in the statement of financial position are as follows: 


Carrying value 


Balance at the beginning of the year 728815087 733 154 631 
Interest cost 63 553 801 66 226 017 
Current service cost 43 491 390 45 500 660 
Actual employer benefit payments (47 430 169) (44 327 240) 
Actuarial gain recognised in the year (103613109) (71 738 981) 
684 817000 728 815 087 
Non-current liabilities (633 835 000) (679 562 697) 
Current liabilities (50 982 000) (49 252 390) 
Net liability (684 817 000) (728 815 087) 
Net costs 
Interest cost 63 553 801 66 226 017 
Current service cost 43 491 390 45 500 660 
Actuarial gains recognised in the year (103613109) (71738 981) 
Employer benefits vesting (28 081 564) (25020 537) 
Net costs per Statement of Financial Performance (24 649 482) 14 967 159 
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8. Employee benefit obligations (continued) 


Post retirement medical contribution amounts recognised in the statement of financial position 


Balance at the beginning of the year 511 868575 537 974627 
Interest costs 47 118 811 50 673 684 
Current service cost 20993590 25123633 
Actual employer benefit payments (19 348 605) (19 306 703) 
Actuarial gain recognised in the year (105 801 371) (82 596 666) 
Net costs per Statement of Financial Performance 454831000 511868 575 


Post retirement medical contribution - Net cost 


Interest costs 47 118 811 50 673 684 
Current service cost 20 993 590 25 123 633 
Actuarial gains recognised in the year (105 801 371) (82 596 666) 


(37688970) (6799 349) 


The best estimates for the employer benefit payments in the 2020/21 financial period is expected to be R20 362 000 (The 
actual employer benefit payments in the 2019/20 financial period was R19 348 605. 


The municipality employees contribute to 5 accredited medical aid schemes, namely LA Health, Bonitas, Key Health, SAMWU 
Med and Hosmed. Pensioners continue on the option they belonged to on the day of their retirement. 


The obligation in respect of the medical care contributions for retirement benefits is valued every year by independent qualified 
actuaries. The last actuarial valuation was prepared in August 2020 by ARCH Actuarial Consulting using the Projected Unit 
Credit Method. 

The municipality opted not to recognise the actuarial loss applying the "Corridor" method. 

The employer's post-employment health care liability consists of a commitment to pay a portion of the pensioners’ post- 


employment medical scheme contributions. The liability is also generated in respect of dependents who are offered continued 
membership of the medical scheme on the death of the primary member. 
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8. Employee benefit obligations (continued) 

Key assumptions used 

Assumptions used at the reporting date: 

Discount rate 10.37 % 9.39 % 

Health care cost inflation rate 6.44 % 6.86 % 

Net-of-health-care-cost-inflation discount rate 3.69 % 2.37 % 

Maximum subsidy inflation rate 4.46 % 4.77 % 

Net-of-maximum-subsidy-inflation discount rate 5.66 % 4.41 % 

Average retirement age 6 6 

Continuation of membership at retirement 75.0 75.0 

Proportion with a spouse dependent at retirement 60.0 60.00 

Mortality during employment SA 85-90 SA 85-90 


Mortality post-employment 


In-service members 

Number of in-service members 
Average age 

Average past service 


Average present value of post-employment subsidy p.m. 
Average current value of post-employment subsidy p.m. 


Continuation members 

Number of principal members 
Proportion with a spouse dependent 
Average age of members 

Average subsidy per month 
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PA(90) -1 with PA(90) -1 with 
a 1% mortality a 1% mortality 


improvement 


improvement 


p.a. from 2010 p.a. from 2010 


3 673 
44.9 
11.6 

R 1599 
R 2 417% 


503 
0.39 
72.2 

R 3 268 


3 422 
44.6 
11.8 

R 1501 
R 2 264 


529 
0.41 
11.7 

R 3 138 
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8. Employee benefit obligations (continued) 
Sensitivity Results 
The liability at the Valuation Date was recalculated to show the effect of: 


A 1% increase and decrease in the assumed rate of health care cost inflation; 

A 1% increase and decrease in the discount rate; 

A one-year age reduction in the assumed rates of post-employment mortality; 

A one-year decrease in the assumed average retirement age; and 

A 10% decrease in the assumed proportion of in-service members that continue to receive the subsidy after retirement. 


Assumption Change In-service Continuation Total % change 
members members 


| 253.258) 201.573] 454.831] 

-1% 221.780 187.781| 409.561 Bt 

-1% 300.791 218.821 219.612) 14 

-4 y) 259,246 208.492 _ 467.738 

-1yi_ __-280.208| 201.573| 481.781] 
| 219.492] 201.573] 421.065) -7 


The post-employment mortality adjustment assumes that someone aged 70 will experience the mortality of someone aged 69. 
The liability is expected to increase under this scenario because members are expected to live longer. 








entral assumptions _ 


ealth care inflation rate 
Discount rate 













>ost-employment mortality 


Average retirement age 
Sea = 


inuation of membership at retirement 


0 





N 


-10% 





The table above indicates, for example, that if medical inflation is 1% greater than the long-term assumption made, the liability 
will be 9% higher than that shown. 


The table below summarises the results of this analysis on the Current-Service and Interest Costs for the year ending 30 June 
2020. 


Assumption Change Current service Interest Cost Total % change 


| cost < 
Central assumptions ll | 20993600 47118800 68112400 
Health care inflation rate 


| 298 _ 17834100, 42126100, 59960 200 12 

-1%| 25791000 488311001 74622100 +40 
22 TT em 
18 43 649 200|___61 843 700 


These figures were derived at the last valuation and were presented in that report. 





















+5 
Š 












The table below summarises the results of this analysis on the Current-Service and Interest Costs for the year ending 30 June 
2021. 


Assumption Change Current service Interest Cost Total % change 
cost 
© =| 2099360 47 118 800 68 112 400 si |] 
| +1% 2371520 51 709 20 75424400 vi? 
y- 
Tt 
+ 









entral assumptions = 


Health care inflation rate | 
Discount rate 


Post-employment mortalit 
Average retirement aqe 
ontinuation of membership at retirement 





ch, 


0 | 

à 0 
| 1% 17 834.100) 42126 1001 59 960 200 -14 
17 315 000/45 482 200| 62 797 200| ____ -E 
29 25791000 
21559400, 48626200, 70185600 _ _ č +3 
-Iyf 22259600 49750900) 72010500 = +6 
-10%| 18 194 500| 436492001 61843700 = -g 
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8. Employee benefit obligations (continued) 
History of Liabilities, Assets and Experience Adjustments 


The table below summarises the accrued liabilities and the plan assets for the current period and previous periods. 


Liability history 30/06/2016 30/06/2017 30/06/2018 30/06/2019 30/06/2020 
Accrued liability 505.116 527.298 537.975 511.869 454.831 
Fair value of plan asset 0.000 0.000 0.000 0.000 0.000 
(Deficit) (505.116) (527.298) (537.975) (511.869) (454.831) 


The table below summarises the experience adjustments for the current period and the previous four periods. Experience 
adjustments are the effects of differences between the previous actuarial assumptions and what has actually occurred. 


Experience adjustments Year ending Year ending Year ending Year ending Year ending 
30/06/2016 30/06/2017 30/06/2018 30/06/2019 30/06/2020 

Liabilities: (Gain) / Loss (11.690) 26.366 (1.794 (3.964) (12.365) 

Assets: Gain / (Loss) 0.000 0.000 0.000 0.000 0.000 
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8. Employee benefit obligations (continued) 


Long service awards amounts recognised in the statement of financial position 


Balance at the beginning of the year 216946512 195 180 004 
Interest cost 16 434 990 15 552 333 
Current service cost 22 497 800 20 377 027 
Actual employer benefit payments (28 081 564) (25 020 537) 
Actuarial gain recognised in the year 2 188 262 10 857 685 


229986000 216 946 512 


Long service awards - Net cost 


Interest costs 16 434 990 15 552 333 
Current service cost 22 497 800 20 377 027 
Actuarial losses recognised in the year 2 188 262 10 857 685 
Employer benefits vesting (28 081 564) (25 020 537) 

13 039 488 21 766 508 


Key assumptions used 


The table below summarises the key financial assumptions used for the liabilities at the Valuation Date and the expense figures 
for the ensuing year. 


The earnings used in the valuation include an increase on 1 July 2020 of 6.25% as per the SALGBC Circular No.: 02/2020. The 
next general earnings increase was assumed to take place on 1 July 2021. 


Assumptions used at the reporting date: 


Discount rate 149% 8.10 % 
General earnings inflation rate (long-term) 3.83 % 5.53 % 
Net effective discount rate 3.81 % 2.44 % 
Average retirement age 62 62 
Pre-retirement mortality SA85-90 SA85-90 


Sensitivity analysis 


The liability at the Valuation Date was recalculated to show the effect of: 

(i) A 1% increase and decrease in the assumed general earnings inflation rate: 

(i) A 1% increase and decrease in the discount rate; 

(ili) A two-year increase and decrease in the assumed average retirement age of eligible employees; and 
(iv) A two-fold increase and a 50% decrease in the assumed rates of withdrawal from service. 


The table above indicates, for example, that if earnings inflation is 1% greater than the long-term assumption made, the liability 
will be 5% higher. 









e Liability  % change 


Chan 
229986000, — — | 


+1% 242 131 000 5% 
| -1% 218 888 000 


Assumption 
zentral assumptions 
eneral earnings inflation rate 













-5% 


+1% 217 370 oo Si 
-1% 244 060 000 6% 






Discount rate 





Average retirement age 










+2 yr 252 687 000 
VIS 206 181 000 -10% 

xJ 187 362 oe ee 
SUD 258 672 000 — 12 
The table below summarises the results of this analysis on the Current-Service and Interest Costs for the year ending 30 June 
2020. 


Withdrawal rates 
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8. Employee benefit obligations (continued) 


Assumption Change Current-Svc. Interest Cost Total % change 


entral assumptions | 


Seneral earnings inflation rate 
Discount rate 


Cost 
o | 2249780d_ 16. 4350000] 38932800 — ë ë ë ë | 


-1%)_ _ 20 989 100 15 459 300 36 448 400 -6% 
H 9 24170400 15472600 39643 00d 2%: 


24312000 18198800 42510800 9% 
-2 yrs| 20575200 14606100) 35181 300 -10% 











Average retirement age 





26736900 18796200, 45533100 17% 


Vithdrawal rates 


The table summarises the results of this analysis on the Current-Service and Interest Costs for the year ending 30 June 2021. 





Assumption Change Current-Svc. Interest Cost Total % change 


Cost = 

| 21513000 _1674600d_ 38259000, | 
6% 
6% 


-1% _ 20 243 000| 1588100 36 124 000 - 
— -1% 23 119 000 15 549 00C 38 668 000 1% 

-2 yrs 19 701 000 14 918 000 34 619 000 -10% 

x0.9 25271000 1897100 44 242 000) 





eneral earnings inflation rate | 
Discount rate 







Average retirement age 


1 






ithdrawal rates 





History of Liabilities, Assets and Experience Adjustments 


The table below summarises the accrued liabilities and the plan assets for the current period and the previous two periods. 


Liability history 30/06/2018 30/06/2019 30/06/2020 

Accrued liability 195.180 216.947 229.986 
Fair value of plan asset | 0.000 0.000 0.000 
(Deficit) (195.180) (216.947) (229.986) 


The table below summarises the experience adjustments for the current and previous period. Experience adjustments are the 
effects of differences between the previous actuarial assumptions and what has occurred. 


Experience adjustments Year ending Year ending 
30/06/2019 30/06/2020 

Liabilities: (Gain) / Loss 12 628 230 18 797 262 

Assets: Gain / (Loss) 0 0 
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9. Inventories 
Electricity store (Electrical maintenance parts) 11695 718 10 136 210 
Workshop store (Mechanical maintenance parts) 217 946 248 446 
Water store (Water maintenance parts) 882 100 3219 126 
Unsold water (Treated water in pipelines & reservoirs) 13 953 595 14 842 491 
General stores (Chiselhurst, Mdantsane, KWT) 10 568 810 9 332 415 
37 318 169 37 778 688 
Inventories (write-downs) (4546 556) (3375378) 
32771613 34403310 


Carrying value of stock is disclosed at the lower of cost and net realisable value. 
The inventories (write-downs) amount is in respect of obsolete stock and not due to a change in accounting policy. 


Inventory write-downs is included under note 40: General Expenses - Other expenses. 


Inventory pledged as security 


No inventory was pledged as security. 
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10. Receivables from non-exchange transactions 
Traffic fines 37717537 38750259 
Other receivables (billing) 213 112 322 199998 880 
Other debtors 31 388 184 44 904 473 
Property rates 803 650 105 603 208 872 
Allowance for impairment property rates and other receivables billing (562 194 756) (466 300 929) 
523 673 392 420 561 555 
Property rates age analysis 
Current (0-30 days) 108 309 076 107 643 758 
31-60 days 54779009 35006 196 
61-90 days 40752682 22 867 998 
91-120 days 30 739 243 18 697 787 
121- 365 days 170 832 592 121085 395 
>365 days 398 237 503 297 907 738 
803 650105 603 208 872 
Other receivables (billing) age analysis 
Current (0-30 days) 7 141117 30597 961 
31-60 days 5 169 994 4 381 103 
61-90 days 3 547 053 3 205 243 
91-120 days 4 169 041 3 249 982 
121- 365 days 32 611 391 24 284 553 
>365 days 160 473 726 134 280 038 
213 112 322 199 998 880 


Less: Allowance for Impairment - Property rates and other receivables 
Current (0-30 days) 

31-60 days 

61-90 days 

91-120 days 

121- 365 days 

>365 days 


Traffic Fines 

Opening Balance - Total Outstanding Fines (Based on prior 3 years) 
Less: Outstanding Fines in respect of prior third year 

Total Traffic Fines Issued BCMM 

Traffic Fines withdrawn, untraceable and uncollectable 

Traffic Fines Paid 

Total Outstanding Fines 


Impairment (Based on a probability collection factor of approx. 20% - 2020 and 23% - 


2019) 
Traffic Fines Debtor 


Trade and other receivables from non-exchange transactions pledged as security 


No portion of accounts receivable was pledged as security for any financial liabilities. 


No security is held for any accounts receivable. 


(111 452 121) 
(29 296 751) 
(26 913 393) 
(25 572 858) 
(98 867 986) 

(270 091 647) 


(562 194 756) 


168 479 390 
(46 125 724) 
82 052 650 

(4 005 500) 


188 587 689 
(150 870 1571) 


37 717 538 


(91 815 344) 
(21 748 495) 
(13 954 990) 
(11 609 988) 
(74 494 235) 
(252 677 877) 


(466 300 929) 


111 584 781 
(14 877 599) 
90 874 420 

(5 376 243) 


(11.813 128) (13 725 969) 


168 479 390 
(129 729 131) 


38 750 259 


These accounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account 


of any collateral held or other credit enhancements. 
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10. Receivables from non-exchange transactions (continued) 
Credit quality of receivables from non-exchange transactions 


The credit quality of trade and other receivables from non-exchange transactions that are neither past nor due nor impaired can 
be assessed by reference to external credit ratings. 


Although credit quality can be assessed the municipality did not apply any methods to evaluate the credit quality. 
Trade and other receivables from non-exchange transactions impaired 


As of 30 June 2020, other receivables from non-exchange transactions of R (562 194 754) (2019: R (466 300 928)) were 
impaired and provided for. 


Amounts totaling R80 389 090 (2019: R32 529 605) were written off as uncollectable against the debt impairment allowance 
account. This represents 1% (2019: 0.43%) of the total operating income for the year. 


Reconciliation of allowance for impairment of trade and other receivables from non-exchange transactions 


Opening balance (466 300 928) (402 368 696) 
Allowance for impairment (176 282 916) (96 461 837) 
Amounts written off as uncollectable 80 389 090 32 529 605 


(562 194 754) (466 300 928) 


The creation and release of provision for impaired receivables have been included in operating expenses in surplus or deficit 
(note 37). Amounts charged to the allowance account are generally written off when there is no expectation of recovering 
additional cash. 


These amounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account 
of any collateral held or credit enhancements. 


11. VAT receivable 


VAT 102 532 309 171526 611 


The above VAT receivable amount is the net amount of total VAT input R5 366 747 258 (June 2019: R4 741 841 687) less total 
VAT output R5 264 214 949 (June 2019: R4 570 315 076). 


The municipality is registered on the payment basis. VAT is declared to SARS on receipt of payments from customers and 
claimed once payment is made to suppliers. 


12. Receivables from exchange transactions 


Gross balances 


Electricity 461114461 400276 820 
Water 857 605 152 534 142 234 
Waste water 288 580513 268 153 608 
Refuse 400011 799 345 587 165 
Accrued income 333 754455 394 216 968 


2 341 066 380 1 942 376 795 


Less: Allowance for impairment 


Electricity (236 181 249) (227 083 181) 
Water (370 340 163) (293 573 091) 
Waste water (209 182 376) (149 152 868) 
Refuse (259 706 395) (174 055 987) 


(1 075 410 183) (843 865 127) 
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12. Receivables from exchange transactions (continued) 

Net balance 

Electricity 224933212 173193639 

Water 487 264989 240569 143 

Waste water 79 398 137 119000740 

Refuse 140 305404 171531178 

Accrued income 333 754455 394216 968 


Electricity 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Water 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Sewerage 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Refuse 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 
91-120 days 

121 - 365 days 

> 365 days 
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1 265 656 197 


179 805 660 
22 110 167 
18 504 453 
29 883 616 
75 191 826 

135 618 739 


461 114 461 


229 187 557 
47 885 775 
62 372 858 
55 725 776 

152 237 491 

310 195 695 


857 605 152 


20 576 714 
15 590 282 
10 243 608 
8 755 474 
49 042 546 
184 371 889 


288 580 513 


54 487 879 
12 053 851 
9 348 188 

8 284 867 
51 901 296 
263 935 718 


400 011 799 


1 098 511 668 


200 612 062 
23 782 089 
11 802 765 

T 128 571 
47 768 515 
108 582 818 


400 276 820 


141 161 929 
20 549 823 
15 839 497 
14 708 088 
84 474 331 

257 408 566 


534 142 234 


25 591 286 
11 425 054 
7 100 531 

5 698 915 
39 016 107 
179 321 715 


268 153 608 


19 536 864 
9 962 879 

6 626 293 

6 025 949 
43 390 322 
260 044 858 


345 587 165 
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12. Receivables from exchange transactions (continued) 


2020 2019 
Restated* 


Summary of debtors by customer classification: (This refers to the total debtor classification including exchange 
and non-exchange transactions as per billing system i.e. this includes rates and other billing receivables) 


Consumers 
Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Less: Allowance for impairment 


Industrial/ commercial 
Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91-120 days 

121 - 365 days 

> 365 days 


Less: Allowance for impairment 


National and provincial government 
Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Total 

Current (0 -30 days) 
31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

> 365 days 


Less: Allowance for impairment 


Less: Allowance for impairment 
Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91-120 days 

121 - 365 days 

> 365 days 
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334 417746 140 836 633 
97658004 £67 246059 
98 808642 46035 863 
95 167123 42395144 

391 328 853 287 120 965 

1208 659648 959419 530 


2 226 040016 1 543 054 194 
(1 230 570 107) (958 632 828) 


995 469909 584 421 366 


234056190 288 447 358 
51 898 460 32 149097 
39 680 025 18 023 569 
39 223 712 13 014 398 

133 381 379 68751 888 

237 970 119 145 455 800 


736 209 885 565842 110 
(406 981 847) (351 533 228) 


329 228 038 214 308 882 


31034068 19892 920 
8032613 5711987 
6280175 3382896 
3 167 182 699 751 
7106911 4146371 
6203501 5464301 


61824450 39 298 226 


599 508004 449176911 
157 589077 105107 143 
144 768 841 6/7 442 327 
137558017 56109 293 
531817143 360019 224 
1 452 833 268 1 110 339 631 


3 024 074 350 2 148 194 529 
(1 637 551 954)(1 310 166 056) 


1 386 522396 838 028 473 


(324 636 695) (273 949 278) 
(85 335 303) (64 103 977) 
(78 393 079) (41 132517) 
(74 488 380) (34 220 593) 

(287 981 743) (219 572 743) 

(786 716 754) (677 186 948) 
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12. Receivables from exchange transactions (continued) 
(1 637 551 954)(1 310 166 056) 


Total debtor past due but not impaired 
Current (0 -30 days) 101 550 525 87 877 561 


Consumer debtors pledged as security 

No portion of accounts receivable was pledged as security for any financial liabilities. 

No security is held for any of the accounts receivable. 

Credit quality of consumer debtors 

The credit quality of consumer debtors that are neither past due nor impaired can be assessed by reference to external credit 
ratings (if available) or to historical information about counterparty default rates. Although credit quality can be assessed the 
municipality did not apply any methods to evaluate the credit quality. 

Consumer debtors impaired 


As of 30 June 2020, consumer debtors of R (1 075 410 183) (2019: R (843 865 127)) were impaired and provided for. 


Amounts totaling R194 013 545 as of June 30, 2020 (2019: R166 128 917) were written off as uncollectable against the debt 
impairment allowance account. This represents 0.025% (2019: 0.022%) of the total operating income for the year. 


Reconciliation of allowance for impairment of consumer debtors 


Opening balance (843 865 127) (699 499 129) 
Allowance for impairment (425 558 601) (310 494 915) 
Amounts written off as uncollectable 194013545 166128917 


(1075 410 183) (843 865 127) 


The creation and release of allowance for impaired receivables have been included in operating expenses in the statement of 
financial performance (note 37). Amounts charged to the allowance account are generally written off when there is no 
expectation of recovering additional cash. 


These amounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account 
of any collateral held or other credit enhancements. 


Refer to note 10 regarding impairment of non-exchange transactions. 
In terms of the arrangements to repay rates and services debt as at 30 June 2020, 1781 (2019: 3521) debtors had active 


outstanding arrangements to the value of R46 952 243 (2019: R61 326 180). The repayment periods range from 1 month to a 
maximum of 24 months in terms of the Credit Control Policy. 
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13. Cash and cash equivalents 

Cash and cash equivalents consist of. 

Cash on hand 84 607 84 607 

Bank balances 238 626 684 242 941 512 

Short-term deposits 1118866689 924619 393 


Allocation of external investments (call and short-term deposits) 
BCMET 
Own funding (operating account commitments) 


Call and short-term deposits per institution 

Absa (interest rate range 6.1% - 6.8% : 2019 6.3% - 6.6%) 
Nedbank (interest rate range 6.1% - 7.5% : 2019 6.3% - 6.6%) 
RMB (interest rate range 4% - 8% : 2019 6.3% - 6.6%) 

standard Bank (interest rate range 6.1% - 7% : 2019 6.3% - 6.6%) 
Stanlib (interest rate range 6.1% - 8% : 2019 7.2% - 7.5%) 


Own funding includes the insurance and Compensation for Occupational Injuries and Diseases (COID) purposes. 


1 357 577 980 


541 862 
1118 324 827 


1118 866 689 


277% 883 432 
284 805 252 
279 972 971 
234 277 615 

41 927 419 


1118 866 689 


No cash and cash equivalents (or portions thereof) were pledged as security for any financial liabilities. 


No restrictions exist with regard to the use of cash. No portion is past due or impaired. 


1 167 645 512 


512 075 
924 107 318 


924 619 393 


239 825 801 
205 985 619 
240 877 015 
152 179 540 

85 751 418 


924 619 393 


These amounts best represent the maximum exposure to credit risk at the end of the reporting period, without taking account 


of any collateral held or other credit enhancements. 


A cession by the Municipality in respect of the Department of Labour for COID amounts to R19 083 035 (2019: R18 500 034) 


The municipality had the following bank accounts 


Bank statement balances 
30 June 2020 30 June 2019 
ABSA BANK - Primary - 2 571 001 
Account - 408-009-0281 
STANDARD BANK - Primary 
Account - 081-166-702 
STANDARD BANK - Market 
Account - 081-167-873 
STANDARD BANK - Prism - - 
Account - 081-167-776 
STANDARD BANK - Imprest 
Account 


Total 366 576632 386 092 088 


Account number / description 


363 634 783 381 736 314 


2 939 537 1 784 773 


2 312 - 


Cash book balances 


30 June 2020 30 June 2019 
` 2 522 341 


229 038 791 233 367 599 
593 864 1 108 402 


8 994 029 5 943 170 


238626684 242941512 


EE H 


14. Revaluation reserve 


Opening balance 
Change during the year 


9 877 411 663 9 047 959 686 
(421613 148) 829 451 977 


9 455 798 515 9877 411 663 
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15. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 
Unspent conditional grants and receipts 
National Government Grants 311 205 935 3 062 775 
Provincial Government Grants 6 536 633 7 680 686 
Other conditional grants 2214 581 2 187 164 
Administrative grant 207 656 054 194 726 124 
527 613 203 207 656 749 
National Government Unspent Current years Transferto Transferto Transfers / Unspent 
balance 2019 ` receipts / revenue revenue Prior period balance 2020 
interest operating capital error 
allocated expenditure expenditure 
Financial Management Grant 178 1 000 000 (940 487) (50 288) (9 377) 26 
(FMG) 
Neighbourhood Development 7 183 10 000 000 - (1805 216) (147139) 8054 828 
Partnership Grant (NDPG) 
Integrated National Electrification 987 615 - - - (987 615) - 
Programme (INEP) 
Electricity Demand: Side 2 285 - - - (2 285) - 
Management Grant (EDSM) 
Urban Settlement Development 1443 1157423000 (82 354 709}(758 660 375) (93 353 822) 223 055 537 
Grant (USDG) 
Expanded Public Works (48) 9956000 (98955 954) - - (2) 
Programme (EPWP) 
Municipal Emergency Housing 294 360 - - - (294 360) - 
Grant (MEHG) 
Integrated City Development 621 10 383 000 - (9992 229) (390 232) 1 160 
Grant (ICDG) 
Infrastructure Skills Development 1 102 858 9000000 (7 096 673) (109 988) (1172985) 1723212 
Grant (ISDG) 
Public Transport Network Grant 666 280 234 466 000 (2 475 920)(133 329 070) (20 956 116) 78 371174 
(PTNG) 
Subtotal 3062775 1432 228 000 (102 823 743)(903 947 166)(117 313 931) 311 205 935 
Provincial Government Unspent Current years Transferto Transferto Transfers / Unspent 
balance 2019 receipts / revenue revenue Prior period balance 2020 
interest operating capital error 
allocated expenditure expenditure 
Transitional Grant 113 769 = - - - 113 769 
King William's Town: Grants 2 053 - - - - 2 053 
Government 
European Commission 1 188 587 69 141 - - - 1 257 728 
Gompo Survey (DVRI Hydroponics) 98 532 - - - - 98 532 
Rehabilitation of Stoney Drift Landfill 199 168 - - - - 199 168 
Site (DEDEAT) 
Gompo & Mdantsane Art Centres 861 - - - - 861 
(DVRI Arts Centre) 
Pilot Housing Project 268 793 - - - - 268 793 
Reeston Development - Land Affairs 176 248 10 302 - - - 186 550 
Mdantsane Urban Renewal Project 4 122 147 355 207 - (1578 702) - 2898 652 
(Mount Ruth Node) 
Ikhwezi Block 1 Development 175 288 - - - - 175 288 
Mdantsane Upgrade - MD 189 165 - - - - 189 165 
Assessment Study 
Needscamp Planning 937 253 - - - - 937 253 
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15. Unspent conditional grants and receipts (continued) 
Department of Sports, Recreation, 208 821 - - - - 208 821 
Ars and Culture (DSRAC) 
Subtotal 7 680 685 434 650 - (1578 702) - 6536633 
Other conditional grants Unspent Currentyears Transferto Transferto Transfers / Unspent 
balance 2019 receipts / revenue revenue Prior period balance 2020 
interest operating capital error 
allocated expenditure expenditure 
Buffalo City Metro Transport 487 499 - - - - 487 499 
(BCMET) Funding 
Friends of East London Zoo (Felzoo) 248 025 - - - - 248 025 
SALAIDA (Gavle) 763 895 58 419 (73 682) - - 748 632 
Leiden 79 492 4871 - - - 84 363 
Umsobomvu Youth Fund 260 686 17 590 - - - 278 276 
City of Oldenburg 347 567 20 218 - - - 367 785 
Subtotal 2 187 164 101 098 (73 682) - - 2214580 
Administrative grant Unspent Current years Transferto Transferto Transfers / Unspent 
balance 2019 receipts / revenue revenue Prior period balance 2020 
interest operating capital error 
allocated expenditure expenditure 
Land Affairs - West Bank 104 743226 6898 961 - - - 111 642 187 
Land Affairs - East Bank 89 982 896 6030 970 - - - 96013 866 
Subtotal 194 726122 12929931 - - - 207 656 053 
National Government (2019) Unspent Current years Transferto Transferto Transfers / Unspent 
balance 2018 receipts / revenue revenue Prior period balance 2019 
interest operating capital error 
allocated expenditure expenditure 
Financial Management Grant (FMG) 1204 1150000 (1 086 539) (64 892) 405 178 
Neighbourhood Development - 6000000 - (5992 817) - 7 183 
Partnership Grant (NDPG) 
Integrated National Electrification 568 6200 000 - (4875 550) (337 402) 987 616 
Programme (INEP) 
Electricity Demand: Side 18 8000000 - {7 996 091) (1 643) 2 284 
Management Grant (EDSM) 
Urban Settlement Development 291 553 962992000 (83 784 580)(778 446 265)(101 051 265) 1 443 
Grant (USDG) 
Expanded Public Works Programme 217 4167000 (4 167 264) - = (47) 
(EPWP) 
Municipal Emergency Housing Grant - 9043295 (7 853 371) - (895 564) 294 360 
(MEHG) 
integrated City Development Grant - 10003 000 - (10 002 379) - 621 
(ICDG) 
Infrastructure Skills Development 1845 208 10800000 (9 456 700) (15 249) (2070401) 1102 858 
Grant (ISDG) 
Public Transport Network Grant 41592183 95165000 (2965645) (79 366 197) (53 759 061) 666 280 
(PTNG) 
Subtotal 43 730 951 113 520 295 (109 314 099)(886 759 440)(158 114931) 3062776 
Provincial Government (2019) Unspent Currentyears Transferto Transferto Transfers / Unspent 
balance 2018 receipts / revenue revenue Prior period balance 2019 
interest operating capital error 
allocated expenditure expenditure 
Transitional Grant 113 769 - = - - 113 769 
King William's Town: Grants 2 053 = ` - - 2 053 


Government 
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15. Unspent conditional grants and receipts (continued) 
European Commission 1 114 528 74 059 - - - 1188 587 
Gompo Survey (DVRI Hydroponics) 98 532 - - - - 98 532 
Rehabilitation of Stoney Drift Landfill 199 168 - - - - 199 168 
site (DEDEAT) 
Gompo & Mdantsane Art Centres 861 - - - - 861 
(DVRI Arts Centre) 
Pilot Housing Project 268 793 - - - - 268 793 
Reeston Development - Land Affairs 165 214 11 034 - - - 176 248 
Mdantsane Urban Renewal Project 10 856 433 721 337 - (7 455 623) - 4122 147 
(Mount Ruth Node) 
Iknwezi Block 1 Development 175 288 - - = - 175 288 
Mdantsane Upgrade - MD 189 165 - - - - 189 165 
Assessment Study 
Needscamp Planning 937 253 - - - - 937 253 
Department of Sports, Recreation, 208 821 = - - - 208 821 
Arts and Culture (DSRAC) 
Subtotal 14 329 878 806 430 - (7455 623) - 7680685 
Other conditional grants (2019) Unspent Current years Transferto Transferto Transfers / Unspent 

balance 2018 receipts / revenue revenue Prior period balance 2019 

interest operating capital error 
allocated expenditure expenditure 

Amatole District Municipality Funding 1 673 270 - - - (1673 270) - 
(ADM) 
Buffalo City Metro Transport 487 499 - - - - 487 499 
(BCMET) Funding 
VUNA Award 1 040 066 - - - {1040 066) = 
Friends of East London Zoo (Felzoo) 248 025 - - - - 248 025 
SALAIDA (Gavle) 1 051 684 122 622 (410 411) - - 763 895 
Leiden 74 274 5218 - = - 79 492 
Umsobomvu Youth Fund 241 844 18 842 - - - 260 686 
City of Oldenburg 324 143 23 424 - - - 347 567 
Subtotal 5 140 805 170 106 (410 411) - (2713336) 2187 164 
Administrative grant (2019) Unspent Current years Transferto Transferto Transfers / Unspent 

balance 2018 receipts / revenue revenue Prior period balance 2019 

interest operating capital error 
allocated expenditure expenditure 

Land Affairs - West Bank 97766810 6976416 - - - 104 743 226 
Land Affairs - East Bank 84 375 152 5607 744 - - - 89 982 896 
Subtotal 182 141 962 12 584 160 - - - 194 726 122 


Though an amount of R527 612 932 is reported as unspent conditional grants, this figure includes the following: 


- An amount of R207 756 639 that BCMM administers on behalf of the West Bank and East Bank Land Restitution (Section 21 


Company), BCMM has no control on the spending of use of the funding. 


- Other balances relate to ring fenced trust funding projects. 
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16. Borrowings 


At amortised cost 


Annuity loans 287 580532 345 554088 
Non-current liabilities 

At amortised cost 233 184927 287 580532 
Current liabilities 

At amortised cost 54 395 605 57 973 556 


The municipality did not default on any of the borrowings in respect of capital or interest portions. 
No terms attached to the borrowings were re-negotiated. 


Average interest rate is 9.41% 
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17. Provisions 


Reconciliation of provisions - 2020 


Opening Additions Increase Total 
Balance 
Landfill Sites 212066275 118 965 409 - 331 031 684 
Bonus provision 44 063 777 5 544 230 6 338 316 55 946 323 
256 130052 124509 639 6338 316 386 978 007 
Reconciliation of provisions - 2019 
Opening Additions Total 
Balance 
Landfill Sites 211 366 794 699 481 212 066 275 
Bonus provision 39 743 169 4320608 44063777 
251 109 963 §020089 256 130 052 
Non-current liabilities 130 124 282 11 158 873 
Current liabilities 256 853 725 244971179 
386 978 007 256 130 052 


With regards to the Provision for Landfill sites it is stated in the Department of Water Affairs and Forestry "Minimum 
Requirements for Waste Disposal by Landfill", Second Edition 1998, Chapter 2.3.4, that "All landfills except those closed prior 
to August 1990 when the permitting system came into effect, must be permitted before they can be considered closed. Closure 
will involve, inter alia, the application of final cover, topsoil, vegetating, drainage maintenance and leachate management.” 
Rehabilitation costs in respect of geohydrological monitoring is anticipated to be a recurring cost for the next 30 years. The 
future value of the rehabilitation of landfill sites obligation was calculated by inflating the non-current rehabilitation cost to an 
estimated future cost which was then discounted to present value. 


Assumptions used: 
- Interest rate used is BCMM's borrowing rate at 9.41% (2019: 9.74%). 


- The valuation for the landfill site provision in 2020 was done by Munitech (Pty) Ltd, a company which specialises in 
infrastructure maintenance and operations and municipal services, which includes solid waste collection and disposal. The 
company registration number is 1988/761/07 and the SAACE membership number is 439. 

- Due to legislation changes in the 2019/2020 financial year, all BCMM waste sites have been classified as Class B general 
waste disposal sites. This has increased the obligation for the rehabilitation of these sites substantially from 2018/2019 as this 
legislation now requires an increase in the capping layers for all of BCMM’s waste sites from what was required in previous 
years. 


The expense relating to the provision of bonus is included under note 33: Employee related costs. 
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18. Financial assets by category 
2020 Financial Total 
assets at 
amortised 
cost 
Trade and other receivables from exchange transactions 12 1265656 197 1265656 197 
Other receivables from non-exchange transactions 10 523 673 392 523673 392 
Cash and cash equivalents 13. 1357 577 980 1 357 577 980 
3 146 907 569 3 146 907 569 
2019 Financial Total 
assets at 
amortised 
cost 
Trade and other receivables from exchange transactions 12 1098 511 668 1 098 511 668 
Other receivables from non-exchange transactions 10 420561555 420561 555 
Cash and cash equivalents 13 1167645512 1 167 645 512 
2 686 718 735 2 686 718 735 
Refer to note 51 - Risk management 
19. Financial liability by category 
2020 Financial Measured at Total 
liabilities at fair value 
amortised cost 
Accrued leave pay 20 127 425 128 - 127 425 128 
Payments received in advance 20 141 303 524 - 141 303 524 
Borrowings: Other financial liabilities 16 287 580 532 - 287 580 532 
Trade and other payables 20 934 736 021 - 934 736 021 
Consumer deposits 21 - 70 143 449 70 143 449 
Other deposits 20 - 7 624 011 7 624 011 
Unspent conditional grants 15 527 613 203 - 627 613 203 
2 018 658 408 77 767 460 2 096 425 868 
2019 Financial Measured at Total 
liabilities at fair value 
amortised cost 
Accrued leave pay 20 93 397 746 - 93397 746 
Payments received in advance 20 136 456 462 - 136 456 462 
Borrowings: Other financial liabilities 16 345 554 088 - 345 554 088 
Trade and other payables 20 880 323 706 - 880 323 706 
Consumer deposits 21 = 64 109 019 64 109 019 
Other deposits 20 - 7 376 353 7 376 353 
Unspent conditional grants 15 207 656 749 - 207 656 749 


Refer to note 51 - Risk management 


1663388751 71485 372 1734874123 
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20. Trade payables from exchange transactions 

Trade payables 734 353 479 657 137 339 
Payments received in advanced 141303524 136 456 462 
Retention monies 112038029 105699 251 
Accrued leave pay 127 425 128 93 397 746 
Deposits received 7 624 011 7 376 353 
Other creditors 88 344513 117 487116 


21. Consumer deposits 


Electricity 
Water 


The amounts reflected represent a cost value which is viewed to be the approximate fair value. 


1 211 088 684 


43 617 057 
26 526 392 


70 143 449 


1117 554 267 


38 768 862 
25 340 157 


64 109 019 


The consumer deposits are reflected at nominal value as they are utilised as part of the settlement of final consumer accounts. 


Guarantees held in lieu of Electricity and Water deposits amounted to R21 842 479 (2019: R20 851 479). 


22. Revenue 


Service charges 

Rental of facilities and equipment 
Licences and permits 

Total other revenue 

Interest received - investment 
Property rates 

Interest, Dividends and Rent on Land 
Government grants & subsidies 
Levies 

Public contributions and donations - PPE 
Fines 

Fuel levy 


The amount included in revenue arising from exchanges of goods or services are 
as follows: 

Service charges 

Rental of facilities and equipment 

Total other revenue 

Interest received 


i? 


3 260 941 348 
22 652 060 
12 587 412 
91 477 471 

153 017 971 

1 467 399 835 
39 698 901 

1 989 656 320 
68 707 237 
10 863 546 

547 497 000 


7 664 499 101 


3 260 941 348 
22 652 060 
91 477 471 

153 017 971 


3 528 088 850 


3 000 623 389 
20 439 799 

15 156 416 
110 685 544 
162 361 281 

1 299 753 433 
26 119 274 

1 916 450 674 
63 389 173 
279 066 643 
24 938 282 
513 844 000 


7 432 827 908 


3 000 623 389 
20 439 799 
110 685 544 
162 361 28% 


3 294 110 013 
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22. Revenue (continued) 


The amount included in revenue arising from non-exchange transactions is as 
follows: 

Taxation revenue 

Property rates 

Licences or permits 

Interest, Dividends and Rent on Land 
Transfer revenue 

Government grants & subsidies 
Levies 

Donations received 

Fines 

Fuel levy 


Traffic fines are made up as follows: 
Traffic fines movement 
Revenue received 


Revenue raised 


1 467 399 835 1 299 753 433 
12 587 412 15 156 416 
39 698 901 26 119 274 


1 989 656 320 1 916 450 674 
68 707 237 63 389 173 

- 279 066 643 

10 863 546 24938 282 
547 497 000 513 844 000 


4136 410 251 4138 717 895 


(1032722) 10854065 
11 896 268 14 084 217 


10863546 24938 282 


Total fines outstanding at 30 June 2020 is R188 587 689 (R168 479 390 : 2019) after eliminating untraceable and collected 
fines. A probability factor of 20% (23% : 2019) collection of total outstanding fines was calculated which amounted to R37 717 


938 (R38 750 259 : 2019). Refer to note 10. 


The lifespan of traffic fines is as follows: 


- Traffic offences in respect of which the admission of guilt amount is below R500: one year from date of issue of the warrant. 
- Traffic offences in respect of which the admission of guilt amount is from R500 up to the maximum amount that may be 
determined by a peace officer in terms of section 56(1) of Act 51 of 1977: two years from the date of issue of the warrant. 


The above arrangement also applies in traffic cases where a notice in terms of section 341 of Act 51 1977 is followed up by a 


summons setting admission of guilt up to the above maximum amount. 
23. Service charges 


Sale of electricity 

Sale of water 

Less: Income forgone 

Sewerage and sanitation charges - Non Pans 
Sewerage and sanitation charges - Pans 
Refuse removal 

Other service charges 


24. Rental of facilities and equipment 


Facilities and equipment 
Rental of facilities 


25. Licences and permits (non-exchange) 


Dog 
Agency fees 


1779 478 165 1724 599 050 
728 647 093 567 466 762 
(23 734 082) (20 432 117) 
313 533709 281817572 
63694547 65395226 
335 843 487 310 100 968 
63478429 71675928 


3 260 941 348 3 000 623 389 


22652060 20439799 


876 280 949 641 
11 711 132 14 206 775 


12587412 15156416 
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26. Interest (non-exchange) 
Interest - Receivables 39 698 901 26 119 274 
27. Other revenue - (exchange) 
Grazing fees 82 080 96 920 
Fire brigade 3 549 123 245 
Vehicle registrations 21802594 26292007 
Street frontage and administration fees 119 388 339 828 
Town planning and sub-division fees 3 792 276 3 933 225 
Commission 25 993 731 25 089 482 
Private works 4 561 584 3 389 470 
Tender receipts 335 368 712 676 
Coupons and clip tickets 275 383 425 111 
Plan approval fees 7 911 043 18 635 333 
Sale of scrap waste 6 675 580 5 922 491 
Hire charges - 10 659 
Photocopies 28 953 53 132 
Library - 90 
Insurance 1123 919 1 828 065 
Sale of plants and animals 5 261 9 940 
Admission fees 3 301 094 2 658 647 
Sundry income 8 012 518 13 770 535 
Cemetery fees 7 453 150 7 394 688 
91477471 110 685 544 
28. Interest received 
Interest revenue 
Call accounts with financial institutions 46 629 258 75 713 495 
Bank 23501026 22537 765 
Interest charged on trade and other receivables 82 887 687 64 110 021 
162 361 281 
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29. Property rates 
Rates received 


Residential 

Commercial 

Industrial 

Educational 

Agricultural 

Public Service Infrastructure 
Vacant land 

Less: Income forgone 


Valuations 


Residential 

Commercial 

Industrial 

Educational 

Agricultural 

Public Service Infrastructure 
Vacant Land 


652760495 563023116 
655 549322 597674454 
129876859 111067904 
19190522 15452693 
8977058 5030025 
679 928 773 056 
52224507 47976011 
(51 858 856) (41 243 826) 


1 467 399 835 1 299 753 433 


62 628 411570 62 142 944 000 
24778 387 500 24 835 478 000 
4345 255000 4319 155 000 
2487 747000 2537 637 000 
3 108 705 000 3140 757 000 
264 805 500 282 700 500 

2 926 257 100 2 988 186 000 


100 539 568 670 100 246 857 500 


The Buffalo City Metropolitan Municipality is required in terms of the Municipal Property Rates Act, Act 6 of 2004 (MPRA) to 
undertake a General Valuation on land and buildings every 4 years and a supplementary valuation at least once a year. 
The third general valuation in terms of the MPRA was done in 2017 and the implementation date was 1 July 2018. The 


valuation date was 1 July 2017. 


Rates are levied on a monthly basis (the due date for monthly accounts is the 15th of every month). Consumers must apply if 
they want to pay annually with the final date for payment for annual accounts being 30 September each year. Interest at a 
standard rate (as amended from time to time), is levied on rates outstanding after 30 September, except where the owner is 


paying in installments. 


Tariffs levied: cents in the rand 


Residential 

Commercial 

Industrial 

Public Benefit Organisation 
Educational 

Agricultural 

Public Service Infrastructure 
Vacant land 
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0.011619 0.010660 


0.029048 0.026649 
0.029048 0.026649 
0.002905 0.002665 
0.008133 0.007462 
0.002905 0.002665 
0.002905 0.002665 
0.034857 0.031979 
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29. Property rates (continued) 
Municipal properties 


Buffalo City Metropolitan Municipality grants rebates in terms of the Municipality's rates policy to the following categories of 
property or owners: 


1) Newly developed commercial/ industrial properties with a value of R50 000 000 and above. 


The rebate will be phased in over a period of 5 years, from the effective date of the valuation of the improved property in the 
municipality's valuation roll as follows: 

Year 1 — 50% 

Year 2— 40% 

Year 3 - 30% 

Year 4 — 20% 

Year 5 — 10%, thereafter full rates are payable. 


2) A discretionary rebate/discount of up to 75%, where the Municipality does not supply some or all of the following services: 


Constructed public roads 15% 15% 
Water supply 22.5% 22.5% 
Refuse removal service 7.5% 7.5% 
Electricity supply 15% 15% 
Sewerage service 15% 15% 


15% 75% 


3) Senior citizens who are 60 years and above qualify for up to 100% depending on their income level allocated as follows: 


Gross monthly income (Rana) Rebate 
0 - 3500 100% 
3501 - 5000 85% 
5001 - 6500 70% 
6501 - 8000 55% 
8001 - 9500 40% 
9501 - 10500 25% 
10501 - 12000 20% 
12001 - 13500 15% 
13501 - 15000 10% 


4} On application, Public Benefit Organisations (PBO's) as defined in the Municipal Property Rates Act and BCMM's Rates 
Policy are granted rebates. 


5) Section 17 of the MPRA lists other impermissible rates, where a municipality may not levy a rate and the following were 
applied in the 2019/20 financial year: 


Section 17(1)}(a) - Fest 30% of the market value of public service infrastructure. 

Section 17(1){h) - First R15 000 of the market value of a property categorised as residential. 

section 17(1)(i) - On a property registered in the name of and used primarily as a place of public worship by a religious 
community, including an official residence registered in the name of that community which is occupied by an office bearer of 
that community. 
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30. Grants and subsidies paid 

Other subsidies 

Buffalo City Metropolitan Development Agency 39 352 507 29 847 217 

Mayoral Social Responsibility 1 158 320 670 221 

Sponsored Events 22 764 226 27 847 411 

Other Organisations 2 546 290 2 765 000 

Disaster management fund 29 000 925 - 

Housing support - 6 000 246 

Rural development 4 803 971 9 552 902 

Social relief 31 195 125 25 768 220 
130 821 364 102 451 217 

34. Government grants and subsidies 

Operating grants 

Government grants - operating projects 112 262 160 120 454 481 

Other Government grants and subsidies 866 980 936 798 242 016 
979 243 096 918 696 497 

Capital grants 

Government grant (capital: PPE) 1010413 224 997 754177 


32. Other revenue - (non-exchange) 


Fire levy 
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1 989 656 320 


68 707 237 


1 916 450 674 


63 389 173 
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33. Employee related costs 


Basic emoluments 
Medical aid contributions 103 025 047 
UIF 10 351 577 


1 334 807 663 1 294 453 728 


91 069 604 
9 670 604 
48 353 281 
220 147 100 
137 680 328 
24 955 404 
92 959 622 
31 132 525 
f 045 722 
27 288 015 


Leave pay contributions (Leave pay provision charge) 71 370 639 
Pension fund contributions 240 489 005 
Overtime payments 152 200 997 
Long-service awards 28 081 567 
13th Cheques 121 770 287 
Car allowance 33 122 536 
Housing benefits and allowances 7 882 825 
Essential user cost 25 272 381 
Group life 7 987 862 
Other allowances 68 582 653 
Employee benefit obligation net cost (24 649 482) 


7 232 945 


64 435 757 
14 967 159 


2180 295 557 2071 391 794 


Other allowances include senior manager allowance packages, acting scarcity, standby, cellphone and accommodation / 


incidental allowances. 


Essential user allowances are paid to employees who use their private vehicles for municipal business. 


Remuneration of City Manager 


Annual Remuneration 1 407 132 
Travel Allowance 312 000 
Allowance 321 512 
UIF 1785 
Medical Aid 28 400 
Pension Contributions 274 391 
2 345 220 
Remuneration of Chief Financial Officer 
Annual Remuneration 698 167 
Travel Allowance 206 773 
Allowance 7 262 
UIF 1190 
Medical Aid 35 939 
Pension Contributions 125 670 
Group Life 5 968 
1 080 969 


The position was filled on 1 November 2019 


1 407 132 
312 000 
332 079 

1 785 
27 205 
265 019 


2 345 220 


735 924 
192 000 
109 632 
1 190 
33 745 
144 898 
13 913 


1 231 302 


Acting allowance to the value of R32 180 was paid in the 2019/20 financial year in the respect of the vacant Chief Financial 


Officer. 


Remuneration of HOD: Executive Support Services 


Annual Remuneration 1 120 915 
Travel Allowance 242 766 
Allowance 259 339 
UIF 1785 
Medical Aid 26 759 
Pension Contributions 201 765 
Group Life 14 863 


1120 915 
242 766 
268 720 

1785 
25 063 
194 873 
14 070 
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33. Employee related costs (continued) 
1 868 192 1 868 192 
Remuneration of HOD: Human Settlements 
Annual Remuneration 968 941 968 165 
Travel Allowance 295 843 286 475 
Allowance 85 882 107 510 
UIF 1785 1785 
Medical Aid 53 908 49 807 
Pension Contributions 172 449 166 559 
Group Life 17 939 16 447 
1 596 747 1 596 748 
Remuneration of HOD: Corporate Services 
Annual Remuneration 1120915 1 120 915 
Travel Allowance 240 000 240 000 
Allowance 239 984 250 423 
UIF 1785 1785 
Medical Aid 46 930 43 956 
Pension Contributions 218 578 211113 
1 868 192 1 868 192 
Remuneration HOD: Health and Public Safety 
Annual Remuneration 958 048 958 048 
Allowance 450 095 456 476 
UIF 1785 1785 
Pension Contributions 186 819 180 438 
1 596 747 1 596 747 
Remuneration of HOD: Infrastructure Services 
Annual Remuneration 1 120 915 1120 915 
Travel Allowance 168 000 168 000 
Allowance 317 252 327 831 
UIF 1785 1785 
Medical Aid 26 798 24 556 
Pension Contributions 218 578 211 113 
Group Life 14 863 13 993 
1 868 191 1 868 193 
Remuneration of HOD: Development and Spatial Planning 
Annual Remuneration 1120915 1 120 915 
Travel Allowance 192 000 192 000 
Allowance 298 205 308 316 
UIF 1 785 1785 
Medical Aid 26 798 24 556 
Pension Contributions 218 578 211113 
Group Life 9910 9 508 
1868191 1868193 
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33. Employee related costs (continued) 

Remuneration of HOD: Economic Development & Agencies 

Annual Remuneration 958 048 958 048 

Travel Allowance 295 011 285 643 

Allowance 341 903 351 271 

UIF 1785 1 785 
1 596 747 1 596 747 


Remuneration of HOD: Municipal Services 


The position is vacant 


The position was vacant for 2019/20. If the position was filled for the entire 2019/20 financial year the remuneration would have 
amounted to R1 596 747. Acting allowance to the value of R173 560 was paid in the 2019/20 financial year in respect of the 


vacant HOD: Municipal! Service position. 


34. Remuneration of councillors 


Executive Major 

Deputy Executive Mayor 
Mayoral Committee Members 
Speaker 

Chief Whip 

Councillors salaries 
Councillors’ pension contribution 
Councillors housing subsidy 
Councillors medical aid 
Travel allowance 

Cellphone Allowance 


In-kind benefits 


842 556 
680 465 

6 837 197 
680 465 
640 987 
27 301 904 
4 505 346 
2 311 161 
2 499 558 
14 292 768 
4 095 092 


64 687 499 


810 150 
654 293 

5 649 727 
654 293 
616 334 
26 851 580 
4 265 267 
2 360 870 
2 270 435 
13 873 281 
4 309 289 


62 315 519 


The Executive Mayor, Deputy Executive Mayor, Speaker, Chief Whip and Mayoral Committee Members are full-time. Each is 
provided with an office and secretarial support at the cost of the Council. Cost of secretarial support amounts to R24 198 250 


(2019: R20 931 379). 


The House Keeper appointed to maintain the Mayoral house cost to Council amounts to R292 130 (2019: R268 991). 


The Executive Mayor, Deputy Executive Mayor, Speaker and Chief Whip each have the use of a Council owned vehicle for 
official duties. Repairs to the vehicles amounts to R545 906 (2019: R189 917). An amount of R225 032 (2019: R1 097 339) 


was incurred for hired vehicles. 


The Executive Mayor, Deputy Executive Mayor and Speaker each have full-time bodyguards. Cost of 14 bodyguards amounts 


to R11 739 469 (2019: R9 491 354). 


35. Depreciation and amortisation 


Property, plant and equipment 
Intangible assets - amortisation 


36. Finance costs 


Borrowings 
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4 539 632 


32 563 877 


1 704 196 103 1310 321 850 


4 539 374 


1 708 735 735 1314 861 224 


38 466 994 
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37. Debt impairment 
Contributions to debt impairment - Exchange 12 425 558601 310494915 
Contributions to debt impairment - Non-exchange 10 176 282 916 96 483 318 
601 841 517 


38. Bulk purchases 


Electricity 
Water 


39. Contracted services 


Outsourced Services 

Alien Vegetation Control 

Animal Care 

Burial Services 

Catering Services 

Cleaning Services 

Clearing and Grass Cutting Services 
Hygiene Services 

Internal Auditors 

Litter Picking and Street Cleaning 
Meter Management 

Medical Services [Medical Health Services & Support] 
Personnel and Labour 

Professional Staff 
Connection/Dis-connection 

Refuse Removal 

Removal of Structures and Illegal Signs 
Researcher 

Security Services 

Sewerage Services 

Traffic Fines Management 
Transport Services 

Water Tankers 


Consultants and Professional Services 
Business and Advisory 

Infrastructure and Planning 

Laboratory Services 

Legal Cost 


86 


1 528 585 546 
243 753 593 


1 772 339 139 


4 150 678 
1 438 960 
186 716 

9 117 410 
481 113 

3 118 556 
98 933 

1 053 690 
20 860 286 
1 185 816 
40 958 

17 196 478 
25 829 617 
13 656 622 
23 283 347 
1 695 428 


164 255 
256 040 
2981 716 
672 801 
633 919 


25 731 072 
2 457 960 
284 262 
34 118 788 


406 978 233 


1 395 328 547 


233 628 257 


1 628 956 804 


4 429 961 
1500 000 
307 620 

10 744 640 
290 648 

5 062 058 
30 763 
762 467 

9 172 968 
1 374 977 
50 242 

16 913 587 
25 253 830 
12 765 758 
23 396 340 
530 197 

3 323 

720 054 
170 600 

3 061 935 
622 722 


32 782 534 
4 811 160 
393 532 

33 980 011 
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39. Contracted services (continued) 
Contractors 
Artists and Performers 157 209 377 286 
Audio-visual Services 298 511 190 683 
Building 4 326 718 9 350 313 
Electrical 8 779 732 8 550 562 
Event Promoters 8 862 139 11 064 366 
Fire Services 1 900 1 950 
Graphic Designers 492 174 - 
Inspection Fees 146 500 369 284 
Maintenance of Unspecified Assets - 4 180 
Management of Informai Settlements 882 37 632 
Medical Services 26 830 4 782 
Pest Control and Fumigation 126 436 50 528 
Plants, Flowers and Other Decorations 912 074 489 630 
Transportation 2 505 370 - 
Safeguard and Security 5 397 523 3 039 651 
Sewerage Services 58 345 798 60 084 724 
Stage and Sound Crew 110 812 109 764 
281 186 029 282 857 262 
40. General expenses 
Advertising 10 815 054 11 810 254 
Auditors remuneration 16 055 514 15 108 534 
Bank charges 4710514 5 825 634 
Cleaning 301 473 226 779 
Commission paid 41 212 067 33 753 206 
Consumables 36 111 722 32 245 549 
Entertainment 2 642 666 3 945 852 
Hire 132114776 122 333 808 
Insurance 31 266 968 22 943 210 
Canferences and seminars 3 895 345 4 225 581 
IT expenses 41 161 606 50 962 395 
Marketing 1 738 441 4513 802 
Levies 15 384 384 17 096 693 
Magazines, books and periodicals 344 045 1 098 798 
Motor vehicle expenses 7 999 360 8 038 765 
Fuel and oil 59 132 132 51 372 362 
Postage and courier 6 284 735 6 454 160 
Printing and stationery 6 602 787 3 888 981 
Promotions 486 768 1112 410 
License fees 2 766 174 2 581 246 
Special events 2 258 981 2 348 582 
Subscriptions and membership fees 15 980 625 16 207 240 
Telephone and fax 25 036 082 24 586 951 
Training 12 927 820 12 700 148 
Travel - local 11 908 119 18 247 186 
Travel - overseas 1 673 345 1744 180 
Title deed search fees 360 370 649 957 
Uniforms 20 458 260 11715 864 
Lease rentals on operating lease 35 690 070 39 911 894 
Remuneration to WARD Committees 8 086 792 7 072 336 
Other expenses 52 383 072 55 518 002 
607 790067 590 240 359 
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41. Repairs and maintenance 


Infrastructure 

Community assets 

Heritage assets 

Other assets 

Computer Equipment 

Furniture and Office Equipment 
Machinery and Equipment 
Transport Assets 


185 367 107 193 690 024 
6 990 990 7 635 086 

9 150 - 

24 545 220 23 151325 
671 514 1 232 797 

5 146 418 7 650 737 
132 206 424 127 315 593 
27 307 789 26159378 


382 244612 386 834 940 


The Covid-19 lockdown restrictions have negatively affected the overall repairs and maintenance expenditure performance. 


42. Fair value adjustments 


Investment property (Fair value model) 


Refer to note 3 for details of the valuer. 
43. Auditors’ remuneration 


Audit fees 


44. Loss on disposal of assets 


Category 
Property, plant and equipment 
Investment property 


45. Cash generated from operations 


(Deficit) surplus 

Adjustments for: 

Depreciation and amortisation 

Loss on sale of assets 

Share of profit of associate 

Fair value adjustments 

Impairment reversals 

Debt impairment 

Movements in retirement benefit assets and liabilities 
Movements in provisions 

PPE (Transfers / Adjustments) 

Other non-cash items 

Changes in working capital: 

Inventories 

Movement in Receivables from exchange transactions 
Other receivables from non-exchange transactions 
Trade payables from exchange transactions 
Movement in VAT receivables 

Unspent conditional grants and receipts 

Consumer deposits 


(1 683 300) 7 943 274 


16 055 514 15 108 534 


(6616 768) (39 359 422) 
(338 700) - 


(6 955 468) (39 359 422) 


(2 367 911} 545 272 905 


1708 735 735 1314 861 224 
6955468 39359422 
(105 406 358) (29 467 290) 
1683300 (7543274) 

: (996 000) 

601 841517 406 978 233 
(43 998 087) (4339 544) 
130847955 5020089 

- (279 839617) 

= (908 563) 


1631 697 8 353 193 
(768 986 046) (608 308 672) 
(103 111 818) (176 382 119) 

93 534 417 22 802 366 
68 994 302 (61 587 237) 
319 956 454 (37 686 761) 
6 034 430 4 096 406 


1916 345 055 1 139 684 761 
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46. Operating leases - as lessee (expense) 


Minimum lease payments due - Buildings 


- within one year 2 695 556 12 978 992 
- in second to fifth year inclusive 16 734 2 493 034 
2712290 15472026 


Operating lease payments represent rentals payable by the municipality for certain of its office properties. 


Leases are negotiated for an average term of five years and rental escalates at annual fixed rates that vary between 0% and 
12% annually. 


No contingent rent is payable. 
There were no sublease agreement between BCMM and third parties 


Minimum lease payments due - Printing Machines 


- within one year 4 212 383 6 843 104 
- in second to fifth year inclusive 109 580 4 497 985 
4 321 963 11 341 089 


Operating lease payments represent rentals payable by the municipality for certain of its printing machinery. 
Leases are negotiated for an average term of three years and there is no rental escalation. 

No contingent rent is payable. 

47. Commitments 

Authorised capital expenditure 


Already contracted for but not provided for 


e Community (including housing) 232 (34379 299669 951 
e Infrastructure 84047160 286 641 420 
s Other 100 163 333 44 979 996 

416 944872 631 291 367 


Total capital commitments 
Already contracted for but not provided for 416 944 872 631 291 367 


This committed expenditure relates to Infrastructure, Community and other Property, Plant and Equipment. Refer to note 4 
Property, plant and expenditure. 
The above amounts exclude VAT. 
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48. Contingencies 


Litigation issues 1 185 951 582 1 208 092 110 
These are instances whereby legal claims have been instituted against Council by 
various third parties. Legal advice is sought and Council will defend claims where so 


advised. 

Labour issues 64 395 053 13 847 481 
These are instances whereby labour disputes have resulted in possible claims by 

employees. 

Insurance issues 44 876 958 74 742 247 


These are instances whereby insurance claims have been instituted against Council by 
various third parties. Advise is sought from Council’s insurers whether BCMM is liable. 
lf BCMM is liable, then Council's insurers will determine the settlement amount to be 
paid. If BCMM is not liable, then Council's insurers will legally defend the matter on 
Council’s behalf. 


1 295 223 593 1 296 681 838 


Contingent assets 


Due to the uncertainty relating to the inflow of the economic benefit / service potential, BCMM has no contingent assets. 
49. Related parties 


Relationships 


Controlled entities Buffalo City Metropolitan Development Agency SOC 
Ltd 

Associates Refer to note 7 

Members of key management Refer to note 33 and 34 


Buffalo City Metropolitan Development Agency (BCMDA) (a SOC Ltd company registration no 2016/168330/30). 

The BCMDA was incorporated on 20 April 2016 as a Municipal Entity of BCMM. BCMDA is 100% controlled by BCMM. 

BCMM relationship with BCMDA: Subsidiary - Buffalo City Metropolitan Development Agency (SOC) Ltd. 

The municipality issued grants of R39 352 506 to BCMDA during the current financial year (2019: R29 847 217) (VAT exlusive). 


BCMDA has trade receivables of R5 752 632 (2019: R1 029 620) and trade payables of RO (2019: RO) which relates to 
transactions with BCMM. 


BCMM reimbursed BCMDA with an amount of R13 811 170 (2019: R490 958) (VAT exclusive) for the implementation of the 
BCMDA Water World Project. 


Agency fees amounting to R1 104 893 (2019: R404 365) (VAT exclusive) were paid to BCMDA for projects implemented and 
administered on behalf of BCMM. 


BCMDA has paid no consumer accounts during the current financial year. 
There are no share based payments.in respect of BCMDA. 
There are no post-employment benefits for key personnel in respect of BCMDA. 


BCMM paid an amount of R3 246 476 (2019: R3 240 366) VAT inclusive in respect of grass mowing, municipal services and 
office rental for the 2019/20 financial year to the East London IDZ. 


All Councillors and Employees have disclosed their interest in related parties and no one has the ability to control or exercise 
significant influence over Council in making financial and operating decisions. 
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50. Prior-year adjustments 


Presented below are those items contained in the statement of financial position, statement of financial performance and cash 


flow statement that have been affected by prior-year adjustments: 


Statement of financial position 


Accumulated surplus prior to 2019 


Opening balance 

PPE - Various 

Investment property 

VAT receivable 

Payables from exchange transactions - Trade payables 
Payables from exchange transactions - Other creditors 
Payables from exchange transactions - Retention monies 
Receivables from non-exchange transactions - Other 
receivables (billing) 

Receivables from exchange transactions - Accrued 
income 

Receivables from exchange transactions - Water 
Receivables from non-exchange transactions - Property 
rates 

Inventory - Write offs 


2019 
Revaluation reserve 


Opening balance 
PPE - Various 


Note 


11 
20 
20 
20 
10 


12 
10 


Note 


Error 
reference 


7~OoO COD OO OF 


Lë 
f.g 


Error 
reference 


b 


As previously 
reported 
10 550 907 460 


10 550 907 460 


As previously 
reported 
9 866 999 401 


9 866 999 401 


Correction of 


error 
15 621 169 
(1 370 020) 
3 863 563 
(587 463) 
(6 323 398) 
(1 307 954) 
30 000 


(5 820 109) 


2 357 041 
3 860 636 


1 890 995 
12 214 460 


Correction of 


error 


10 412 262 
10 412 262 


Restated 


10 550 907 460 


15 621 169 
(1 370 020) 
3 863 563 

(587 463) 
(6 323 398) 
(1 307 954) 

30 000 


(5 820 109) 


2 357 041 
3 860 636 


1 890 995 


10 563 121 920 


Restated 


9 866 999 401 


10 412 262 


9 877 411 663 
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50. Prior-year adjustments (continued) 
Detail of Statement of Financial Position 
Note Error As previously Correction of Restated 
reference reported error 
Investment properties 3 m 401 546 000 g86 000 402 532 000 
PPE - Plant and equipment 4 b 44 180 537 1381 499 45 562 036 
PPE - Furniture and fittings 4 b 50 160 587 16 928 614 67 089 201 
PPE - Electricity infrastructure 4 b 3778431010 63275854 3841706 864 
PPE - Other properties 4 b 934 564 478 10 700 398 945 264 876 
PPE - Work in progress 4 b 4 038 166 366 (437903835) 3600 262 531 
PPE - Recreational facilities 4 b 280 781629 31849115 312 630 744 
PPE - Roads 4 b 4798 446636 150371618 4948 818 254 
PPE - Wastewater network 4 b 1 742 607 715 34 464 416 1777 072 131 
PPE - Water network 4 b 2 598 292 775 101 128 944 2699421 719 
PPE - Community buildings 4 b 1 039 008 443 3 661 068 1 042 669 511 
Inventories (write-downs) 9 l (636 588) (2 738 790) (3 375 378) 
VAT receivable 11 c 170 849 380 677 231 171 526 611 
Payables from exchange transactions - Retention monies 20 d (107 007 205) 1 307 954 (105 699 251) 
Payables from exchange transactions - Other creditors 20 ez (83 121623) (34 365 493) (117 487 116) 
Payables from exchange transactions - Trade payables 20 d (657 649 834) 512 495 (657 137 339) 
Receivables from non-exchange transactions - Property 10 fg 584 203 499 19 005 373 603 208 872 
rates 
Receivables from non-exchange transactions - Other 10 LD 187 964 156 12 034 724 199 998 880 
billing 
Receivables from non-exchange - Impairment 10 q (443 371621) (22 929 308) (466 300 929) 
Receivables from exchange transactions - Accrued 12 a 388 396 859 5 820 109 394 216 968 
income 
Receivables from exchange transactions - Electricity 12 | 387 048 444 13 228 376 400 276 820 
Receivables from exchange transactions - Refuse 12 i 272 779 500 72 807 665 345 587 165 
Receivables from exchange transactions - Sewerage 12 i 239 428 552 28725056 268 153 608 
Receivables from exchange transactions - Water 12 Les 474 123 459 60018775 534 142 234 
Receivables from exchange transactions - Allowance for 12 qt (224 907 641) (2 175 540) (227 083 181) 
impairment - Electricity 
Receivables from exchange transactions - Allowance for 12 q.t (275 228 833) (18 344 258) (293 573 091) 
impairment - Water 
Receivables from exchange transactions - Allowance for 12 qt (134 798 546) (14 354 322) (149 152 868) 
impairment - Waste water 
Receivables from exchange transactions - Allowance for 12 gt (153 575 167) (20 480 820) (174 055 987) 
impairment - Refuse 
Revaluation reserve 14 b (9 866 999 401) (10412262) (9877 411 663) 


Accumulated surplus 


(11 018 785 250) 


(65 180 656) (11.083 965 905) 





Summary of Statement of Financial Error As previously 
Position reference reported 
Inventories g | 37 142 100 
Receivables from non-exchange 10 f,g,p,q,r,t 412 450 766 
transactions 

VAT receivable TT c 170 849 380 
Receivables from exchange transactions 12 a,i,q,s,t 973 266 627 
Cash and cash equivalents 13 1 167 645 512 
Investment properties 3 m 401 546 000 
Property, plant and equipment 4 b 19 744 149 699 
Intangible assets 5 18 103 059 
Heritage assets 17 50 513 440 
Investments in associates T 597 392 286 


Correction of 
error 
(2 738 790) 
8 110 789 


677 231 
125 245 041 


986 000 
(24 142 310) 


Re- 


classification 


Restated 


34 403 310 
420 561 555 


171 526 611 
1 098 511 668 
1 167 645 512 
402 532 000 


19 720 007 389 


18 103 059 
50 513 440 
997 392 286 
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§0. Prior-year adjustments (continued) 

Borrowings 16 (345 554 088) = - (345 554 088) 

Trade payables from exchange 20 dez (1085 009 223) (32 545 044) - (1117 554 267) 

transactions 

Consumer deposits 21 (64 109 019) - - (64 109 019) 

Employee benefit obligation 8 (728 815 087) - - (728 815 087) 

Unspent conditional grants and receipts 15 (207 656 749) - - (207 656 749) 

Provisions 17 (256 130 052) - - (256 130 052) 

Revaluation reserve 44 b (9 866 999 401) (10 412 262) - (9877 411 663) 


Accumulated surplus 


(11 018 785 250) 


(65 180 655) 


(11 083 965 905) 


Ss Š 
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50. Prior-year adjustments (continued) 


Detail of Statement of financial performance 


2019 

Note Error As previously Correction of Re- Restated 

reference reported error classification 

Contracted services - Outsourced 39 h - - 4429 961 4 429 961 
Services - Alien Vegetation Control 
Contracted services - Outsourced 39 h - - 1 500 000 1 500 000 
Services - Animal Care 
Contracted services - Outsourced 39 h - - 307 620 307 620 
Services - Burial Services 
Contracted services - Outsourced 39 h - - 10 744 640 10 744 640 
Services - Catering Services 
Contracted services - Outsourced 39 h - - 290 648 290 648 
Services - Cleaning Services 
Contracted services - Outsourced 39 h - - 5 062 058 5 062 058 
Services - Clearing and Grass Cutting 
Services 
Contracted services - Outsourced 39 h - - 30 763 30 763 
Services - Hygiene Services 
Contracted services - Outsourced 39 h - - 762 467 762 467 
Services - Internal Auditors 
Contracted services - Outsourced 39 h - - 9 172 968 9 172 968 
Services - Litter Picking and Street 
Cleaning 
Contracted services - Outsourced 39 h - - 1374 977 4 374 977 
Services - Meter Management 
Contracted services - Outsourced 39 h - - 50 242 50 242 
Services - Medical Services (Medical 
Health Services & Support) 
Contracted services - Outsourced 39 h - - 16 913 587 16 913 587 
Services - Personnel and Labour 
Contracted services - Outsourced 39 h - = 25 253 830 25 253 830 
Services - Professional Staff 
Contracted services - Outsourced 39 h - - 12 765 758 12 765 758 
Services - Connection/Dis-connection 
Contracted services - Outsourced 39 h - - 23 396 340 23 396 340 
Services - Refuse Removal 
Contracted services - Outsourced 39 h - - 530 197 530 197 
Services - Removal of Structures and 
Illegal Signs 
Contracted services - Outsourced 39 h - - 3 323 3 323 
Services - Researcher 
Contracted services - Outsourced 39 h - - 720 054 720 054 
Services - Security Services 
Contracted services - Outsourced 39 h - - 170 600 170 600 
Services - Sewerage Services 
Contracted services - Outsourced 39 h - - 3 061 935 3 061 935 
Services - Traffic Fines Management 
Contracted services - Outsourced 39 h - = 622 722 622 722 
Services - Transport Services 
Contracted services - Consultants and 39 h - 1 327 886 31 454 648 32 782 534 
Professional Services - Business and 
Advisory 
Contracted services - Consultants and 39 h - (45 961) 4 857 121 4 811 160 
Professional Services - Infrastructure and 
Planning 
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50. Prior-year adjustments (continued) 

Contracted services - Consultants and 39 h - - 393 532 393 532 

Professional Services - Laboratory 

Services 

Contracted services - Consultants and 39 h - - 33 980 011 33 980 011 

Professional Services - Legal Cost 

Contracted services - Contractors - Artists 39 h - - 377 286 377 286 

and Performers 

Contracted services - Contractors - Audio- 39 h - - 190 683 190 683 

visual Services 

Contracted services - Contractors - 39 h - - 9 350 313 9 350 313 

Building 

Contracted services - Contractors - 39 h - (1 353 343) 9 903 905 8 550 562 

Electrical 

Contracted services - Contractors - Event 39 h - - 11 064 366 11 064 366 

Promoters 

Contracted services - Contractors - Fire 39 h - - 1 950 1 950 

Services 

Contracted services - Contractors - 39 h - - 369 284 369 284 

Inspection Fees 

Contracted services - Contractors - 39 h = - 4 180 4 180 

Maintenance of Unspecified Assets 

Contracted services - Contractors - 39 h - - 37 632 37 632 

Management of Informal Settlements 

Contracted services - Contractors - 39 h - - 4 782 4 782 

Medical Services 

Contracted services - Contractors - Pest 39 h - - 50 528 50 528 

Control and Fumigation 

Contracted services - Contractors - 39 h - - 489 630 489 630 

Plants, Flowers and Other Decorations 

Contracted services - Contractors - 39 h = - 3 039 651 3 039 651 

Safeguard and Security 

Contracted services - Contractors - 39 h - - 60 084 724 60 084 724 

Sewerage Services 

Contracted services - Contractors - Stage 39 h - - 109 764 109 764 

and Sound Crew 

Employee related cost - Basic 33 eh 1261 192 980 34 482 112 (1221 364) 1294 453 728 

emoluments 

Employee related cost - Pension fund 33 eh 215 013 298 5 133 803 - 220 147 100 

contributions 

Employee related cost - Overtime 33 e 136 607 351 1 072 977 - 137 680 328 

payments 

General expenses - Advertising 40 h 11 854 008 - (43 754) 11 810 254 

General expenses - Assessment rates & 40 h 17 256 871 - (17 256 871) - 

municipal charges 

General expenses - Bank charges 40 c 5 190 130 635 504 - 5 825 634 

General expenses - Cleaning 40 h 517 427 = (290 648) 226 779 

General expenses - Commission paid 40 h 39 072 491 (5 319 285) - 33 753 206 

General expenses - Legal costs 40 h 33 563 385 - (33 563 385) - 

General expenses - Consulting and 40 h 29 474 339 - (29474 339) = 

professional fees 

General expenses - Consumables 40 h 38 739 356 - (6 493 807) 32 245 549 

General expenses - Entertainment 40 h 12 852 512 - (8 906 660) - 3945 852 

General expenses - Hire (Labour and 40 h 3936 366 118 523 874 (126 432) 122 333 808 

plant) 

General expenses - Insurance 40 h 22 943 210 - - 22 943 210 

General expenses - Motor vehicle 40 h 4 142 036 - 3 896 729 8 038 765 

expenses 

General expenses - Postage and courier 40 h 6 452 715 = 1445 6 454 160 
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50. Prior-year adjustments (continued) 

General expenses - Printing and 40 h 7 139 906 = (3 250 925) 3 888 981 

stationary 

General expenses - Promotions 40 h 1416 675 - (304 265) 1112 410 

General expenses - Special events 40 h 53 200 350 - (50851 768) 2 348 582 

General expenses - Security (Guarding of 40 h 3 759 705 - (3 759 705) - 

municipal property) 

General expenses - Training 40 h 23 628 019 - (10927 8771) 12 700 148 

General expenses - Travel (Local) 40 h 18 063 041 418 660 (234 515) 18 247 186 

Genera; expenses - Lease rentals on 40 h 158 435 768 (118 523 874) = 39 911 894 

operating lease 

General expenses - Disconnections 40 h 12 765 758 - (12 765 758) - 

General expenses - Other expenses 40 hz 186 603 643 404 365 (131 490 006) 55 518 002 

General expenses - Subscriptions and 40 h 14 925 843 - 1281 397 16 207 240 

membership fees 

Grants and subsidies paid - Social 30 h 15 910 605 (2 054 075) (13 856 530) - 

Welfare Grant (Poor relief) 

Grants and subsidies paid - Housing 30 h - - 6 000 246 6 000 246 

support 

Grants and subsidies paid - Rural 30 h - - 9 552 902 9 552 902 

development 

Grants and subsidies paid - Social relief 30 h - - 25 768 220 25 768 220 

Depreciation and amortisation - Property, 35 b 1 291 096 079 19 225 771 - 1310 321 850 

plant and equipment 

Debt Impairment - Contributions to debt 37 it 373 182 710 33 795 523 - 406 978 233 

impairment - Exchange - 

Property rates - Agricultural 29 fg (5 165 629) 135 604 - (5 030 025) 

Property rates - Commercial 29 fg (599 781 138) 2 106 684 - (597 674 454) 

Property rates - Industrial 29 fg (113 819 480) 2 751 576 ~ (111 067 904) 

Property rates - Educational 29 fg (15 472 468) 19 775 - (15 452 693) 

Property rates - Residential 29 fg (551 093 984) (11929 132) - (563 023 116) 

Property rates - Vacant land 29 fg (50 641 035) 2 665 024 - (47 976 011) 

Service charges - Sale of water 23 ÍS,y (498 963 346) (48 071 299) (20432 117) (567 466 762) 

Service charges - Sale of electricity 23 i (1716 442 537) (8 156 513) - {1724 599 050) 

Service charges - Refuse 23 i (251 916 126) (58 184 842) - (310 100 968) 

Service charges - Sewerage and 23 Lo (328 902 160) 47 084 588 - (281 817 572) 

sanitation - Non Pans 

Service charges - Sewerage and 23 o - (65 395 226) - (65 395 226) 

sanitation - Pans 

Service charges - Other service charges 23 u (27 688 363) - (43 987 566) (71 675 929) 

Service charges - Less: Income forgone 23 y - - 20432117 20 432 117 

Other revenue - (exchange) - Service 27 u (43 987 565) - 43987 565 - 

connections and reconnections 

Other revenue - (exchange) - Sale of 27 n (7 011 360) 7 011 360 - - 

property 

Rental of facilities and equipment 24 DS (20 704 443) 2 065 174 (1 800 529) (20 439 799) 

Other revenue - (exchange) - Sundry 27 W (15 335 932) 1 565 397 - (13 770 535) 

income 

Other revenue - (exchange) - Sale of 27 X (2 889 075) (3 033 416) - (5 922 491) 

scrap and waste 

Other revenue - (exchange) - Cold 27 x (1 800 529) - 1 800 529 - 

storage fees 

Interest received - Trade and other 28 i (67 093 405) 2 983 384 - (64 110 021) 

receivables 

Interest (non-exchange) - Receivables 26 h - (26 119 274) - (26 119 274) 

Other revenue - (non-exchange) - Fire 32 i (57 376 826) (6 012 347) - (63 389 173) 

levy 

Repairs and maintenance 41 h 392 317 941 (871 986) (4611 015) 386 834 940 

Fair value adjustment h (8 923 274) 384 000 996 000 (7 543 274) 

Gain/(loss) on disposal of assets n 46 324 822 (6 965 400) - 


39 359 422 
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50. Prior-year adjustments (continued) 
Reversal of impairments h - - (996 000) (996 000) 
Inventory losses/write downs | - 847 799 - 847 799 
Change in surplus for the year - - (77 395 133) - ` 
Summary of Statement of Financial Error As previously Correction of Re- Restated 
Performance reference reported error classification 
Service charges 23 Los (2 823 912 532) (132 723 292) (43987565) (3 000 623 389) 
Rental of facilities and equipment 24 p (20 704 443) 2 065 173 (1 800 529) (20 439 799) 
Other revenue - (exchange) 27 n (161 923 399) 5 449 761 45 788 094 (110 685 544) 
Interest received 28 i (165 344 665) 2 983 384 - (162 361 281) 
Property rates 29 fg (1295 502 964) (4250 469) - (1299 753 433) 
Licences and Permits (non-exchange) (14 300 355) (856 061) - (15 156 416) 
Interest (non-exchange) 26 n - (26 119 274) - (26 119 274) 
Government grants & subsidies 31 (1 916 450 673) = - {1916 450 674) 
Other revenue - (non-exchange) 32 i (58 326 467) (5 062 706) - (63 389 173) 
Public contributions and donations - PPE (279 066 643) - - (279 066 643) 
Fines (24 938 282) - - (24 938 282) 
Fuel levy (513 844 000) - - (513 844 000) 
Employee related cost 33 eh 2 031 924 267 40 688 892 (1 221 365) 2071391 794 
Remuneration of councillors 34 62 315 519 - - 62 315 519 
Depreciation and amortisation 35 b 1295 635 453 19 225 771 - 1 314 861 224 
Finance costs 36 38 466 994 - - 38 466 994 
Debt Impairment 37 iqt 373 182710 33795524 - 406 978 233 
Repairs and maintenance 41 h 392 317 941 (871 986) (4 611 015) 386 834 940 
Bulk purchases 38 1 628 956 804 - - 1 628 956 804 
Contracted services 39 h - (71418) 282 928 680 282 857 262 
Grants and subsidies paid 30 h 77 040 454 (2 054 075) 27 464 838 102 451 217 
General expenses 40 h 898 662 253 (3 860 756) (304 561 138) 590 240 359 
Loss an disposal of assets and liabilities n 46 324 822 (6 965 400) - 39 359 422 
Fair value adjustment 42 h (8 923 274) 384 000 996 000 (7 543 274) 
Reversal of impairments h,m - - (996 000) (996 000) 
Share of surplus of associate accounted (29 467 290) - - (29 467 290) 
for under the equity method 
Inventory losses/write downs | - 847 799 - 847 799 
- (467 877 770) (77 395 133) - (545 272 905) 
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50. Prior-year adjustments (continued) 


Cash flow statement 


2019 
Note As previously Correction of Restated 
reported error 
Cash flow from operating activities 
Sale of goods and services 62 4564 490869 (39416 390) 4525074 479 
Government grants & subsidies 62 1 916 450 673 1 1916 450674 
Interest income 28 165 344 665 23 135 890 188 480 555 
Employee costs & Councillors remuneration 33&34 (2094 239786) (39 467 527) (2 133 707 313) 
Suppliers 62 (3 362 444351) 44297711 (3 318 146 640) 
Finance costs 36 (38 466 994) - (38 466 994) 
1151135076 (11450315) 1139 684 761 

Cash flow from investing activities 
Purchase of property, plant and equipment 4 (1 757 539 625) 4484916 (1753 054 709) 
Proceeds from sale of property, plant and equipment 4 2 226 048 6 965 400 9 191 448 
Purchases of heritage assets 3 (733 565) - (733 565) 

(1 756 047 142) 11450316 (1744 596 826) 
Cash flow from financing activities 
Net movement on borrowings 16 (52 572 023) - (52 572 023) 
Net cash flows used in investing activities (52 572 023) - (52 572 023) 
Net cash flow As previously Correction of 

reported error 

Net (decrease)/increase in cash and cash equivalents (657 484 085) (3) (657 484 088) 
Cash and cash equivalents at the beginning of the year 7 825 129 600 - 1825 129 600 
Cash and cash equivalents at the end of the year 1 167 645 515 (3) 1167 645 512 


Other disciosure items 


Note As previously Correction of 


reported error 
Contingent liabilities - Litigation issues 48 j 59 242 110 1 148 850 000 1 208 092 110 
Contingent liabilities - Labour issues 48 k 13 847 481 750 000 14 597 481 


- 73089591 1149600000 1 222 689 591 





Explanations of errors 


a) Reconciliations performed between department of Health and BCMM to ensure completeness of prior year primary 
health care debt. 


b) Reclassification of work in progress not recognised as property, plant and equipment by the Municipality in previous 
financial years due to various project management matters that prevented capitalisation at the time. 


c) A Value Added Tax review and recovery exercise was performed in respect of 2013/07 to 2018/06, which resulted in a 
correction of error. 
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50. Prior-year adjustments (continued) 

d) Adjust balance on retention, incorrectly allocated when paid in respect of prior years. 

e) Backpay relating to prior financial years as a result of Job Evaluations results. 

f) Valuation appeals were finalised in August 2019 and adjustments were processed with effect from 1 July 2018. 


g) The objections for the third Supplementary roll implemented in 2019/20, were finalised and processed in September 
2020 and adjustments in some cases were effective from the 2018/19 financial year. 


h) Management did a review of the disclosure of certain items previously disclosed as general expenses and deemed it 
more correct to reclassify to contracted services and grants and subsidies paid. 


i) These adjustment relates to the reversal of indigent subsidies, write offs and raising of interest on overdue debt for 
beneficiaries that did not qualify for the Indigent Subsidy. 


j) Amount of 1 150 000 000 included as 1 150 000 iro 2019 disclosure. 

k) Amount erroneously not included in 2019 AFS. 

I} Inventory write downs of R1 890 995 reflected during the 17/18 financial year and R847 799 reflecting in the 18/19 
financial year, were incorrectly captured in 19/20 financial year. The write downs were captured after financial year end and 
reflected in 19/20 financial year. 


m) Correction of the zoning of investment property resulting in fair value gains in the prior year. 


n) Properties disposed of previously disclosed incorrectly as other revenue, corrected to be disclosed under gains/loss on 
disposal of assets. 


o) Revenue was reallocated to provide for the differentiation between pan and non pan charges. 

p) Billing adjustments effected against lessee accounts 

q) Adjustments processed to Debtor accounts resulting in a recalculation of the reported impairment figure. 

r) Land Administration raised a land sale in error on the land in Tyutyu Village that was utilised to build the RDP houses. 
s} Billing adjustments effected against debtor accounts. 

t) Correct the opening balance on impairment for receivables for exchange and non-exchange transactions. 


u) Electricity connections, reconnections fees and meter reading fees were incorrectly classified as Other revenue. The 
correct classification according to MSCOA is Service charges. 


w) This correction of prior period error related to the correct classification of interest that was incorrectly recognised as 
sundry income. 


x) This item was incorrectly classified as Other revenue. The correct classification for this item is Rental of Facilities and 
equipment. 


y) Water supplied to rural communities in 2018/2019 that are deemed to be non-indigent and the revenue is not 
recoverable. 


Zz) An invoice for work certified after the 2018/19 financial year which relates to work completed in the previous year. 
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51. Risk management 
Financial risk management 


The municipality's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate 
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. 


The municipality's overall risk management program focuses on the unpredictability of financial markets and seeks to minimise 
potential adverse effects on the municipality's financial performance. Risk Management is carried out under policies approved 
by the accounting officer. The accounting officer provides written principles for overall risk management, as well as written 
policies covering specific areas, such as foreign exchange risk, interest rate risk, credit risk and investment of excess liquidity. 


Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 


Interest rate risk 


As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are 
substantially independent of changes in market interest rates. 


The municipality's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the 
municipality to cash flow interest rate risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate 
risk. 


The risk of a decrease in interest rate will place additional pressure to funding operations as a result of less income being 
realised from interest received. 


Cash flow interest rate risk 


Financial instrument Current interest Due in less than Due in one to Due in two to Due in three to Due after five 
rate a year two years three years four years years 

Trade and other receivables - 8.25 % 1789 329 589 - - - - 

normal credit terms 

Cash in current banking 3.25 % 238 626 684 - - ` - 

institutions 

Call Investments deposits 6.33 % 1118 866 689 - - - - 

Trade and other payables - 9.75 % 934 736 021 - - - S 

extended credit terms 

Long term borrowings 9.41 % 54 395 605 45 190 555 49 140 564 30 246178 108607 630 


These amounts best represent maximum exposure to credit risk at the end of the reporting period without taking account of any 
collateral held or other credit enhancements. 


Sensitivity Analysis of Market Risk 


Effect of a 1% change in the Current interest Value at30 Discounted Discounted Discounted 


interest rate rate June 2020 ‘value at currentvalue at currentvalue at current 

rate rate (-1%) rate (+1%) 
Trade and other receivables - 8.25 % 1789 329 589 1652 960 359 1 668 372 577 1 637 830 287 - 
normal credit terms 
Trade and other payables - 9.75% 934736021 851695691 859527376 844005 437 - 
extended credit terms 
Cash in current banking 3.25% 238626684 231115432 233375730 228 898 498 - 
institutions 
Call investment deposits 6.33 % 1118 866 689 1052 258 712 1 062 248 827 1042 454 755 - 
Short term borrowings 9.41% 54395605 49717 215 50 175 819 49 266 919 - 
Long term borrowings 9.41% 233184927 213129446 215095404 211199101 - 
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51. Risk management (continued) 
The sensitivity analysis was based on the assumption that a 1% increase or decrease in the interest rate could occur. 


The method used to prepare the sensitivity analysis was based on the discounted value of the respective cash flow for 1 year 
using the respective current interest rate in order to determine the effect of applicable market risk of a 1% increase or decrease 
in the interest rate. 


Credit risk 


Credit risk consists mainly of cash deposits (refer note 13) and trade debtors (refer note 10 + 12). The municipality only 
deposits cash with major banks with high quality credit standing and limits exposure to any counter-party. 


Capital risk management 


The municipality's objectives when managing capital are to safeguard the municipality's ability to continue as a going concern 
in order to provide returns for members and benefits for other stakeholders and to maintain an optimal capital structure to 
reduce the cost of capital. 


The capital structure of the municipality consists of debt, which includes the borrowings, cash and cash equivalents and equity. 


There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year. 


The municipality is in an enviable position of having access to additional long term facilities in order to invest in the 
replacement of infrastructure assets. 


52. Going concern 


The unaudited separate annual financial statements have been prepared on the basis of accounting policies applicable to a 
going concern. This basis presumes that funds will be available to finance future operations and that the realisation of assets 
and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


53. Events after the reporting date 


On 15 March 2020 a national State of Disaster in terms of the Disaster Management Act was declared. The outbreak of 
COVID-19 resulted in the implementation of numerous measures to try to contain the virus. The resulting impact of the virus 
has led to a decline in the country’s economy, exports, a drop in tourist arrivals and a severe impact on production, business 
viability and job creation and retention. These measures will need to be enforced and remain in place over the coming months 
ahead. This will continue to impose an adverse effect on the Municipality’s service delivery and financial situation together with 
a severe strain on our local budget. We do not yet know the full extent of the impact on the municipality, our consumers and 
the economy as a whole, but the effect thereof could materially impact our operations over the forthcoming months. We will 
therefore continue to monitor the COVID-19 situation very closely. 
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54. COVID-19 Impact 
Assets 


The municipality experienced a huge temporal change of use of some assets that are service delivery vehicles to assist in the 
COVID-19 related programmes. The impact on construction will be visible in the following financial year because COVID-19 
has only impacted the last quarter of the 2019/2020 financial year. A decrease in the cost of replacing infrastructure assets 
has also been as a result of declining market values as a result of lockdown. 


COVID-19 did not materially affect the physical verification because arrangements were made with the asset custodians for 
verification. All the New assets were verified before including in the asset register. 


Liabilities 
There are no COVID-19 impacts affecting Liabilities for the financial year under review. 
Revenue 


1. Traffic Services closed on the 27 March 2020 and traffic operations only resumed on 1st June 2020 with limited services as 
well as disruptions in operations as buildings were being closed on a regular basis for decontamination. 


2. Traffic services suspended from 27 March 2020 to 01 June 2020 were the renewal and applications of motor vehicle 
licences and registrations, renewals and applications of driving licences, learners, roadworthy certificates, testing of applicants 
and Professional Driving Permits. 


3. Traffic Services were not yet fully operational by the end of the financial year meaning less members of the public were 
allowed to enter the building at a given time. The department uses an appointment system where the public are given a date 
and time to come in and renew or register their vehicles, apply for drivers’ learners and PRPDs and roadworthy of vehicles this 
is to ensure compliance with the COVID-19 regulations. 


4, Members of the public were unable to pay for traffic fines, fines were not issued, cases pending at court were placed on hold 
and the mobile office could not be deployed for operations. 


9. The SMS fine notification system were placed on hold as staff would not have been able to answer queries from the public 
either telephonically or face to face interaction during the level 5 & 4 restrictions. 


6. The appointment of process servers was placed on hold as well due to the Lockdown as they would be contravening the 
COVID-19 restrictions when serving summons. 


T. Revenue on grants can only be recognized when conditions are met. Covid-19 lockdown restrictions have negatively 
affected performance on grants as it delayed and disrupted implementation of engineering and construction projects. 


8. The municipality suspended all credit control actions (disconnections and complete blocking) and implemented the partial 
blocking on the prepayment system during the lockdown period, this has resulted in collection rate decline. In addition to the 
effects of the lockdown what further impacted the collection rate was the punitive tariffs on water due to the current drought 
situation. The table below indicates the trend in the collection as well as the payment. 


PERIOD COLLECTION RATIO PAYMENTS (inci. VAT) 

Jan-20 86.81% 327,398,082 
Feb-20 82.85% 274,087,903 
Mar-20 82.44% 331,645,553 
Apr-20 80.18% 255,106,656 
May-20 81.18% 287,511,508 
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§4. COVID-19 impact (continued) 


Jun-20 81.63% 322,648,979 
Jul-20 50.26% 265,967,547 
Aug-20 52.94% 383,914,450 


9. Due to restrictions on social distancing, meter reading was suspended but consumers were able to take their own readings 
and email them to Meterreading@buffalocity.gov.za. Those consumers that don’t have access to emails were able to call the 
call centre and 043 705 3080 to submit their meter readings. 


10. The City has experienced decline in revenue collection. There was also a decrease in electricity consumption and thus 
decrease in electricity revenue mainly due to closure of businesses during lockdown. 


11. Decrease in revenue in the tourism and hospitality as certain sites were declared quarantine sites and therefore no 
bookings could be taken resulting in revenue forgone. 


Expenditure 


1. All service providers were paid on a weekly basis after submitting an invoice and this was to respond to President's call to 
pay suppliers immediately after the delivery of goods. 


2. The reduced receipts as a result of decreased collection rate has had an impact in the Vat output which has resulted in less 
output VAT being paid over. 


3. The COVID restrictions have also negatively affected repairs and maintenance expenditure. 

4. Escalation of operational costs which is a result of the mitigating measures that have been put in place to manage the 
spread of COVID-19 in items such as personal protective equipment (PPE), decontamination and disinfection of municipal 
building and other public facilities. 


5. Grants and subsidies paid: Disaster Management Fund — The disaster fund is an intervention made by BCMM in relation to 
the COVID 19. 


Cash flow 

1. Reduction in collection rate and inability to implement credit control initiatives had a negative effect on levies and services. 
2. There was an increase in expenditure relating to Personal Protective Equipment. 

Budget 


It has been necessary to do adjustments on the 2019/2020 Operating Expenditure Budget to fund the additional COVID-19 
related matters that were not originally planned for and to also assist impoverished households/ beneficiaries, namely: 


1. Procurement of Personal Protective Equipment (PPE) 
2. Plant Hire 
3. Provision of grocery vouchers / food parcels to the needy households/ beneficiaries 


Reallocations were made to the Operating budget in order to ensure that there is sufficient budget to implement the necessary 
precautionary measures for responding to the COVID-19 health and safety risks and to also assist struggling households during 
the lockdown period. The net effect of the adjustments made is Nil. 


The City utilised also the additional R340 million that it received for USDG to deal with immediate COVID-19 measures that are 
mostly of capital nature; the main focus being the following: 


1. De-densification of dense and overcrowded areas such as informal settlements, hostels, etc. 


2. Acceleration of identifying decanting sites from land identified, owned and/ or acquired by the Metro. 
3. Enhance implementation processes of projects currently underway with specific focus on informal settlements. 
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54. COVID-19 Impact (continued) 
SCM 


The full procurement process as outlined in BCMM SCM’s Standard Operating Procedures, SCM Policy were followed. Due to 
the emergency nature of the COVID-19 related procurement and lockdown period, additional considerations were made to 
achieve quicker procurement whilst still adhering to the procurement pillars and legislative requirements. 


The procurement of Personal Protective Equipment for COVID-19 related matters were centralised at the Logistics, Warehouse 
& Disposal department. These items were procured as stock items in order to mitigate risks of abuse and frequency of orders 
unaccounted for from time to time. The National Treasury Emergency and Bulk Procurement Circulars on Natural Disaster 
were followed where possible, however, in many instances the service providers that are in the National Treasury would not 
have stock and or have longer waiting period for delivery. Due to the challenges on non-availability of stock it was necessary to 
request a Deviation from the City Manager to procure from other service providers that have stock and shorter delivery periods. 
After Circulars were issued giving guidance on pricing, the prices on the circular were used as a benchmark to negotiate with 
the service providers. 


Priority was given to Service Providers that have existing PPE contracts that are already procured by the City, where there 
were no contracts in place the deviation process was followed for either sourcing the items through annual contracts or 
informal procurement process or direct negotiations. All endeavours were made to make use of existing contracts. In the event 
there is no existing contract a deviation approved by the City Manager was sought for the use of annual contract or informal 
procurement process or direct negotiation to source the required goods or services. All the deviations that were approved by 
the City Manager were subsequently submitted to Council for noting and as per the Regulations gazetted all the expenditure 
incurred on PPE will be reported a month after the pronouncement of the end of Disaster by the President. 


55. Unauthorised expenditure 


Opening balance as previously reported 42977417 160458 700 
Opening balance as restated 42977417 160458 700 
Add: Expenditure identified - current 17 649 513 - 
Expenditure authorised in terms of section 32 of the MFMA (42 977 417) (160 458 700 
Unauthorised expenditure for the year - 42977 417 
Closing balance 17649513 42977417 


The over expenditure incurred by municipal departments during the year is attributable to the following categories: 


Non-cash 17649513 34617 654 
Cash - 8 359 763 


17 649 513 42977 417 


Analysed as follows: non-cash 


Employee related cost - 19 771 410 
Debt impairment 17 649 513 14 846 244 
Total 17 649 513 34 617 654 
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§5. Unauthorised expenditure (continued) 
Analysed as follows: cash 


Grants and subsidies paid - 8 359 763 


The unauthorised expenditure can be attributed to difficulty of achieving budget accuracy for each expenditure type 
due to varying operational requirements. The 2020 unauthorised expenditure comprises the following: 


1) Debt Impairment of R17.65 million, this is a result of the increase in debtors primarily due to non-payment by customers 
within the financial year. The COVID-19 pandemic and increase in billing as a result of punitive tariffs due to the drought have 
exacerbated the situation. 


The 2019 unauthorised expenditure comprises the following: 

1) Employee Related Cost of R19.77 million, this is as a result of the bonus provisions as well as the long service allowance 
raised at year end. 

2) Debt impairment of R14.85 million, this is a result of more debts written off than projected. 

3) Grants and subsidies paid of R8.36 million is as a result of grants and subsidies that came above the budgeted amount. 


56. Fruitless and wasteful expenditure 


Opening balance as previously reported 18 173 575 5 794 525 
Opening balance as restated 18 173 575 5 794 525 
Interest charged on overdue accounts due to late payment. - 1 154 612 
Penalties (SARS) - 4 557 074 
interest (SARS) - 6 667 364 
Less: Amount recoverable (2 484 895) D 
Closing balance 15 688 680 18 173 575 


Late payment of invoices resulted in the Municipality incurring fruitless and wasteful expenditure of RO (2019: R1 154 612) 


BCMM has established a Municipal Public Accounts Committee (MPAC) which is constituted by Council to investigate all 
irregular, fruitless and wasteful expenditure. The MPAC recommends to Council the write off and future actions to be taken in 
accordance with the provisions in terms of Section 32 of the MFMA. 


Cases under investigation 
No cases under investigation. 


Amount recoverable 


An objection was lodged and an amount of R2 484 895 was recovered from SARS relating to interest and penalties for the 
2018/19 financial year. 
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§7. Irregular expenditure 


Opening balance as previously reported 


Opening balance as restated 
Ada: Irregular Expenditure - current 
Less: Amounts ratified/approved as irrecoverable by council and written off 


Closing balance 


Analysis of expenditure awaiting write-off per age classification 
Current year 

Prior years 

Less: Amounts ratified/approved as irrecoverable by council and written off 


Details of irregular expenditure 

Procurement made outside SCM regulations 

Bid Construction Contracts (BCC) 

Annual contracts 

Formal contracts 

Informal contracts 

3 Quotation System 

Suppliers in service of state - Not-declared state employees 
Other expired leases 


58. In-kind donations and assistance 
FELZOO donated assistance to BCMM 
FELA donated assistance to BCMM 


Nahoon Point Nature Reserve 
Nahoon Estuary Nature Reserve 


59. Additional disclosure in terms of Municipal Finance Management Act 
59,1 Contributions to organised local government 


Current year contribution 
Amount paid - current year 


59.2 Contributions to SA Cities Network 


Current year contribution 
Amount paid - current year 


59.3 Audit fees 


Current year subscription / fee 
Amount paid - current year 


2 893 256 206 2 644 154 250 


2 893 256 206 2 644 154 250 


211120982 249101 956 
(696 542 888) - 


2 407 834 300 2 893 256 206 


211120982 249101956 
2 893 256 206 2 644 154 250 
(696 542 888) : 


2 407 834 300 2 893 256 206 


16 228015 56 737 872 
90 653 511 102011 932 
T3 707 741 56 904 066 
9116454 26108007 
1 102 130 2 137 947 
523 449 769 533 

13 758 110 722 140 
6 031 572 3710 459 


211120982 249 101 956 


3732713 3783552 
(3 732713) (3783 552) 
16055514 15108534 


(16 055 514) 


6 127 26 516 

3 600 4 100 

91 564 71371 

- 426 795 

101 291 528 782 

14 903 900 14 100 000 
(14903 900) (14 100 000) 


(15 108 534) 
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59. Additional disclosure in terms of Municipal Finance Management Act (continued) 


59.4 PAYE, UIF and Skills Development Levy 


Current year contribution 
Amount paid - current year 


59.5 Pension and Medical Aid Deductions 


Current year contribution 
Amount paid - current year 


59.6 VAT 


VAT receivable 102 532 309 


VAT output payables and VAT input receivables are shown in note 11 as net VAT receivable. 


363 367983 331610 349 
(363 367 983) (331 610 349) 


562 130555 484418 258 
(562 130 555) (484 418 258) 


171 526 611 


All VAT returns have been submitted by the due date throughout the year. Vat is only declared to SARS on receipt of payment 


from consumers and claimed on payment to suppliers. 


59.7 Councillors’ and officials arrear consumer accounts 


Arrear Councillors accounts totalling R8 546 were outstanding for more than 90 days at 30 June 2020 (2019 R36 074) for 
which mechanisms are in place to deduct amounts from the monthly allowances of each Councillor. The following amounts 
represent the total outstanding as at 30 June 2020 Stop orders are in place, whereby a monthly amount is deducted until the 


balance is settled. 


30 June 2020 Outstanding Total 
more than 90 R 
days 
R 

Councillor A. Mayoyo 903 903 
Councillor Z. Mtyingizane 5 133 5 133 
Councillor L.M. Quse 1 472 1472 
Councillor K. Ciliza 1 038 1038 
8 546 8 546 

30 June 2019 Outstanding Total 

more than 90 R 
days 
R 

Councillor Z. Mtyingizane 16 194 16 194 
Councillor |.T. Tongo-Luzipho 9 264 9 264 
Councillor P. Nazo-Makatala 5 623 5 623 
Councillor K. Ciliza 2 688 2 688 
Councillor T.T. Apleni 1194 1194 
Councillor M.T. Kolela 616 616 
Councillor N.P. Peter 414 414 
| Councillor N.P. Matiwane 81 81 
36 074 36 074 


At year end, officials accounts totalling R1 603 902 (2019: R2 370 968) were outstanding for more than 90 days. 
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59. Additional disclosure in terms of Municipal Finance Management Act (continued) 
59.8 Deviation from supply chain management regulations 


Regulation 36 of the MFMA on Supply Chain Management (SCM) Regulations and clause 36 of the SCM Policy of 2012 states 
that a SCM Policy must provide for the procurement of goods and services by way of a competitive bidding process. 


Regulation 36 states that the accounting officer may dispense with the official procurement process in certain circumstances, 
provided that he records the reasons for any deviations and reports them to the next meeting of the Council and includes a 
note to the unaudited separate annual financial statements. 


During the financial year under review goods/services totaling R139 800 815 (2019: R79 425 717) were procured and the 
process followed in procuring those goods/services deviated from the provisions of the regulations as stated above. The 
accounting officer approved the deviations from the normal SCM regulations. 


Incident 

Emergency 12 55 070 484 
sole supplier 8 56 012 632 
Other exceptional cases 6 31217 699 


26 142 300 815 


59.9 Electricity losses 2020 Amount % 2019 Amount De 
(R) (R) 
Technical 88 459 146 5.8 80 916 897 5.8 
Non-technical 206 633 000 13.55 221 156 808 15.85 
295 092 146 19.35 302 073 705 21.65 


Total losses amounted to 275 980 843 kWh (2019: 322 739 881 KWh) of which 82 730 191 kWh (2019: 86 452 447 kWh) are 
technical losses and 193 250 652 kWh (2019: 236 287 434 kWh) are non-technical losses. 


Technical Losses: Losses within the network which are inherent in any network. 

Non-technical losses: Theft, faults and billing errors. 

The main contributor to the non-technical losses is the illegal connections in informal areas. These informal areas are growing 
due to the influx of people into the city. The invasion of land is being dealt with through legal avenues, but this has not stopped 
the mushrooming illegal settlements. The Electricity and Energy’s Revenue Protection Unit remove illegal connections on a 
daily basis. The long-term plan to reduce the losses from illegal connections is the electrification of informal dwellings. The 
Council is in the process of considering a policy on site and services wherein the informal dwellings will be relocated to areas 
suitable for services to be provided. 


59.10 Water Losses 2020 Amount % 2019 Amount % 
(R) (R) 
Technical 69 286 408 19.94 91 327 066 26.61 
Non-technical 56 858 159 16.37 66 889 926 19.50 
126 144 567 36.31 158 216 992 46.11 


Total losses amounted to 21 513 206 KL (2019: 29 566 498 KL) of which 11 816 385 KL (2019: 17 066 571 KL) are technical 
losses and 9 696 821 KL (2019: 12 499 927 KL) are non-technical losses. 


The above losses include rural areas and informal settlements. 


Water losses are being addressed through the implementation of water conservation and water demand measures which 
includes pipe replacement, water meter replacement, etc. 
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60. Transitional provisions 

Transitional provision for Statutory Receivable 

General information 

The entity followed the transitional provision as per Directive 3 of the GRAP Reporting Framework. 


All Statutory Receivables have been classified and measured under an accounting policy that is not consistent with the 
requirements of GRAP 108. 


Some progress has been made towards full compliance with GRAP 108, but it is expected that full compliance will only be 
reached at the end of the transitional period. The entity intends to comply in full with GRAP 108 by ensuring that, inter alia, all 
necessary considerations, assessments, calculations and significant judgements are made timeously and effectively, in order 
to classify and measure Statutory Receivables in accordance with the requirements of the standard. 
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61. Accounting by principals and agents 

The municipality is a party to a principal-agent arrangement(s). 
Details of the arrangment(s) are as follows: 

Department of Transport 


BCMM entered in an agreement with the Department of Transport to collect licence and permit fees and in return BCMM pays 
these over to the Department of Transport with a 19% retention for BCMM. 


The amount retained by BCMM ensures increased revenue collection and is redirected to service delivery. 

There are private companies other than BCMM that also offer roadworthy testing of vehicles. 

Vehicle licences can be renewed at the Post Office, Provincial Department of Transport and certain Banks offer the same 
REESEN mentioned contributes to lesser income being received by BCMM. 

Department of Health Service 


BCMM entered into an agreement with the Health Department for the rendering of Clinic Services in 2009. These services 
lapsed in 2013 and the services were handed back to the Department of Health. 


This ensured that Clinic services are received on time throughout the Metro. 

Currently the Department of Health has faulted on the payment of allocated monies to be paid to BCMM to run those particular 
services and BCMM has reported this to National Treasury for intervention. BCMM has spent its own funds to ensure the 
smooth running of the clinics without full payment for the services. 


Department of Human Settlements 


BCMM received a level one accreditation with the Human Settlements Department to erect RDP houses on behalf of the 
department and to claim back all monies spent. 


This ensured that all indigent qualifying persons have housing and that the metro increases service delivery. 


The spending of BCMM own funds and claiming these funds back from the department has resulted in a fiscal drain to the 
metro which has resulted in an amount of R383 million owing to BCMM. 


Entity as an agent 


Resources held on behalf of the principal{s), but recognised in the entity's own financial statements. 
No resources are held on behalf of the principles. 


Revenue recognised 


The aggregate amount of revenue that the entity recognised as compensation for the transactions carried out on behalf of the 
principal is R11 711 132 (2019: R14 206 775). Refer to note 25. 


Corresponding rights of reimbursement recognised as assets 


Corresponding rights of reimbursement that have been recognised as assets are R333 754 455 (2019: R394 216 968) Refer to 
note 12, Accrued income. 
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62. Cash flows from operating activities 


Receipts : Sale of goods and services 

Total revenue as per Statement of Financial Performance 
Less: Fair value adjustments 

Less: Interest received 

Less: Interest received (non-exchange) 

Less: Government grants and subsidies received 

Loss on sale of assets 

Movement in receivables from exchange transactions 
Movement in receivables from non-exchange transactions 
Fair value adjustment on Investment Property revalued 
Movement in VAT receivables 

Net movement in consumer deposits 


Payment : Suppliers 

Total expenditure as per the Statement of Financial Performance 
Employee costs and Councillors remuneration 

Interest paid 

Depreciation and amortisation 

Loss on disposal of assets 

Debt impairment 

Net movement on unspent conditional grants 

Movement in Post retirement medical aid benefit obligation 
Movement in provisions relating to landfill sites 

Movement in payables from exchange transactions 
Movement in inventory 

Other non cash item 

PPE (Transfers / Adjustments) 

Inventories losses/write-downs 


63. Deficit for the year 


Reconciliation of actual operating results to net income 

Net income /(deficit) for the period 

Share of surplus of associate accounted for under the equity method 
Capital expenditure ex grant funding 


Actual operating results 
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42 
28 
26 
31 
4 
12 
10 
42 
11 
21 


33&34 


36 
35 
4 
37 
15 
8 
17 
20 
9 
5 
4 


7 664 499 101 7 432 827 908 
1 683 300 (7 543 274) 
(153017 971) (162 361 281) 
(39698 901) (26 119 274) 

(1 989 656 320) (1 916 450 674) 
6955468 39359422 
(768 986 046) (608 308 672) 
(103 111818) (176 382 119) 


(1 683 300) 7 543 274 
68 994 302 (61 587 237) 
6 034 430 4 096 406 


4692012245 4525074479 


(7 762 505 396) (6 885 354 346) 
2 244 983 056 2 133 707 313 


32563877 38466994 
1708 735735 1314 861 224 
(6955 468) (39 359 422) 
601841517 406978233 
319956454 (37 686 761) 
(43998087) (4 339 544) 
130 847 955 5 020 089 
93 534 417 22 802 366 
1 631 697 8 353 193 

: (908 563) 

- (279 839 617) 

(1 129 206) (847 799) 


(2 680 493 449) (3 318 146 640) 


(2 367911) 545 272 905 
(105 406 358) (29 467 290) 
(1010 413 224) (997 754 177) 


(1 118 187 493) (481 948 562) 
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64. Retirement benefit information 


The employees of the Council as well as the Council as employer, contribute to Municipal Pension, Retirement and various 
Provident Funds as listed below: 


-Cape Joint Pension Fund / L A Retirement Fund 
-Consolidated Retirement Fund 

-Eastern Cape Local Authorities Provident Fund 
-Government Employees Pension Fund 
-Municipal Worker's Retirement Fund 

-SALA Pension Fund 

-Municipal Employees Pension Fund 

-Municipal Councillors Pension Fund 

-National Fund for Municipal Workers 
-Aftredevoorsieningfonds vir Kaapse Plaaslike Owerhede 
-East London Municipal A Band Provident Fund 


The Cape Joint Pension Fund's / LA Retirement Fund's last actuarial valuation was at 30 June 2019 conducted by S. 
Neethling from Momentum Consultants and Actuaries. The fund was 100.3% funded at valuation date. 


The Consolidated Retirement Fund's last actuarial valuation was at 30 June 2019 conducted by S. Neethling from Momentum 
Consultants and Actuaries who certified that the fund was in a sound financial position. 


The Eastern Cape Local Authorities Provident Fund's last valuation was at 30 June 2019 conducted by E. Du Toit from 
Alexander Forbes Financial Services, who confirmed that the fund was in a sound financial position. The funding level was at 
100.05% at valuation date. 


The Government Employees Pension Fund's last valuation was at 31 March 2018 conducted by H. Buck . The funding level at 
this date was 108.3%. 


Municipal Worker's Retirement Fund (previously known as SAMWU National Provident Fund) last actuarial valuation was at 30 
June 2017 conducted by E.J. Potgieter and G. Base from Towers Watson (Pty) Ltd. The report stated that the fund was ina 
sound financial position as at 30 June 2017. 


The SALA Pension Fund's last valuation was at 01 July 2015 conducted by J.F. Rosslee of ARGEN Actuarial Solutions. The 
fund was 100% funded as at valuation date. The valuator was satisfied with the investment strategy of the fund and the nature 
of the assets is in his opinion, suitable for the nature of the liabilities of the fund as defined in the rules of the fund. 


The Municipal Employees Pension Fund's last interim valuation was at 28 February 2014 prepared by Itakane Consultants and 
Actuaries (Pty) Ltd. The report stated that the fund was financially sound and the funding level at this date was 100% 


The Municipal Councillors Pension Fund's last valuation was at 30 June 2018 prepared by Mothapo R. and Barnard G.M. from 
Moruba Consultants and Actuaries. The report stated that the funding level was at 103% at the time of valuation. 


The National Fund for Municipality Worker's last Actuarial Valuation was at 30 June 2015 and prepared by G. Grobler from 
Alexander Forbes Financial Services. The assets of the fund are sufficient to cover 100.42% of members’ liabilities. 


The East London Municipal A Band and the Aftredevoorsieningsfonds vir Kaapse Plaaslike Owerhede are a fixed/defined 
contributions funds. It is therefore not necessary to perform an actuarial valuation for these funds. 


lt is Council's policy to fund 60% of Pensioner's medical aid expenses. The current costs amount to approximately R 23, 1 
million. 


An amount of R381,9 million (2019: R324,8 million) was contributed by Council, Councillors’ and employees' in respect of 
Councillor and employee retirement funding. These contributions have been expensed. 
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65. Bids awarded to family of employees in service of the State 


In terms of section 45 of the Municipal SCM regulation, any award above R 2 000 to family of an employee in the service of the 
State must be disclosed in the annual financial statements. The following is a list as recorded in the declaration-of-interest 


form: 

Connected person 
T. Nyati 

S. Majembe 

Z. Ndzondo 

C. Ruiters 

S. Xoki 


A. Kretzmann 


F. Pepper 
C. Prince 


L. Fourie 
S. Mnxunyelwa 


Connected person 


F. Ngcwangu 
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Position held in 
BCMM 
PA to SCM GM 
Buyer 
Bid Secretariat 
Tender Co- 
ordinator 
Chief Risk 
Officer 
Financial 
Manager 
Meter Reader 
Administration 
Assistant 


GM Corporate 
Services 


Name of 

institution 
EC Provincial 
Planning & 
Treasury 


2020 
117 000 


163 590 
719 507 


30 655 
207 432 


81 097 
202 910 


120 000 
275 343 


1 977 534 


2020 


665 845 


2019 


82 472 
1 067 653 
190 599 


1 340 724 


2019 


1 534 826 


